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PUBLISHER’S NOTE 


This study was written under a research grant to the authors made under 
part V of the National Housing Act. In April of 1972, the authors offered 
the study to Central Mortgage and Housing Corporation for publication. 
They have received no official indication from the Corporation of its 
intentions regarding publication. 

On June 30, 1972, 3000 copies of the study were delivered to 
CMHC by its printers. Those copies have not been released. Pressed in the 
House to table the study, the Minister responsible for housing responded 
that it could not be tabled because it was not available in French. 

Shortly thereafter, CMHC printed a 27 page pamphlet containing the 
first chapter of the study. That pamphlet did not receive wide distribution; 
it is available in limited quantities only from the CMHC Head Office and 
only to persons making a written request for it. Copies of the study 
manuscript were released to the press by David Lewis, the leader of the 
New Democratic Party, who accused CMHC of having destroyed all copies 
of the study. Despite the resulting publicity, the government continues to 
refuse to distribute the study, leaving that decision to CMHC. As CMHC 
remains unwilling to distribute copies, the authors have made their study 
available to us, and have revoked any permission which might allow CMHC 
to distribute it. 

In view of the increasing public interest in the study, and in housing 
issues, and in view of an expected Dominion-Provincial housing conference 
and a tri-level urban affairs conference in the immediate future, we 
consider it imperative that this research, paid for by the taxpayers, be made 
available to the public. 


Digitized by the Internet Archive | 
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PREFACE 


This study was commissioned to provide background material for 
revisions of the National Housing Act in 1972 and for a possible complete 
rewriting of the legislation in 1973. The study was funded under Part V of the 
NHA. Approval to undertake the study was given by CMHC on January 28, 
1971. Research was completed at the end of July, 1971 and a draft report was 
submitted to the Corporation in November of that year. This volume is a 
distilled, edited version of that report. When this study commenced, research 
was underway covering the urban renewal and sewage treatment programs, 
native housing and student housing policy. As a result those issues are only 
touched on in this study. In particular, problems of neighbourhood improve- 
ment and community services and facilities were outside our terms of reference. 
They are dealt with in the report of the Urban Assistance Study Group. 

The research was divided into four areas: economic; institutional- 
administrative; production and design; social aspects. Economic research was 
directed by Donald Oke and institutional-administrative by Susan A. Fish. 
A report on production and design was prepared by Melvin Charney, Serge 
Carreau and Colin Davidson. Individual papers on social aspects were pre- 
pared by members of the study group. The group was chaired by Michael 
Dennis. 

The final report was written by Michael Dennis and Susan A. Fish, 
with the exception of Chapter 3, which is the work of Donald Oke. A list of 
the principal participants in the study is set out at the end of this report. 

With the limited time and resources at hand, field research was focused 
on one province in each of the five regions of the country. An analysis was 
made of the policies and programs of government institutions, of three levels 
of government, in Vancouver, Edmonton, Toronto, Montreal and Halifax, 
and of the interaction of those institutions with producers and consumers. 

We wish to thank the staff of CMHC for their interest and assistance, 
particularly those in the regional and field offices who were so generous with 
their time and hospitality. Similar thanks go to the members of provincial and 
municipal planning and housing agencies who were most helpful. 

Diana Cousens, Marie Giesbrecht, Helen Pelcis and Jill Vickers typed 
numerous drafts and redrafts of manuscripts, always willing to fill unreason- 
able requests. 

We are grateful to Walter Rudnicki, Executive Director of the Policy 
Planning Division for his constant advice, support and cooperation and to 
our respective employers, Blake, Cassels and Graydon (in the case of Michael 
Dennis) and the Bureau of Municipal Research (in the case of Susan A. 
Fish) for giving us leaves of absence to undertake the study. 


Michael Dennis, Susan Fish 
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Chapter | 


Low Income Housing: 
Summary and Recommendations 


Summary 


Housing performance under the National Housing Act has been 
production-oriented rather than distribution-oriented, a quantitative 
operation qualitatively devoid of broad social objectives and economi- 
cally inaccessible to many Canadians. The production of new houses 
should be a means to an end, not the prime policy objective.! 


Housing policy in Canada has been directed solely at starts. Its aim 
has been to increase the total stock of “‘decent, safe and sanitary accommoda- 
tion’ to the point where there is sufficient adequate housing for all Canadians, 
demolishing substandard housing and replacing it wherever necessary. 

Little or no concern has been shown for: the distribution of either the 
newly produced or existing stock; the price of that stock and the ability of 
consumers, and of low income consumers in particular, to afford it; the 
environmental quality of new housing produced; the condition of the existing 
stock, except for “slum housing” which would have to be destroyed and 
replaced; the right to free and dignified use by the consumer of his home. 

Instead reliance is placed on the market to allocate the stock, set the 
price, determine the level of quality, and protection of the position of the 
low income housing tenant is left to the provinces. The only minor shift 
which has occurred to date has been the recent expansion in the last three 
years of the public housing and low rental housing programs, and a lesser 
attempt at assisted homeownership. Within those programs the emphasis is 
very much on quantity rather than quality. Units produced under these 
programs constitute a minute portion of the total housing stock (some 2 per 
cent) and come nowhere near meeting the need. The vast majority of low 
income households are left to the vagaries of the market. 


1 Good Housing for Canadians, A Study by the Ontario Association of Housing 
Authorities (Toronto: 1964), p. 49. 


THE PUBLIC-PRIVATE DICHOTOMY 


This, despite recommendations to the contrary over the past 35 years. 


For example, in 1935 a report warned :2 


The formation, institution and pursuit of a policy of adequate housing 
should be accepted as a social responsibility . .. There is no apparent 
prospect of the low rental housing need being met through unaided 
private enterprise building for profit... . 


In 1944 the next report noted :3 


The desire for better housing and better living standards generally is 
a post-war objective which is firmly rooted in the minds of people in 
all ranks of life. Construction work in the housing field can be of 
particular importance . . . as a productive vehicle of both public and 
private investment such as will be needed for full employment policy 
under peace time conditions. Canada has lagged behind the example 
of European countries, of Great Britain, and of the United States in 
providing greater governmental assistance for housing as a matter of 
welfare and public concern . . . Special attention, in the advance 
preparation of plans, should be given to low rental housing and farm 
housing, in which this country has had little or no experience to date... 


In 1964, the theme recurs :4 


A constant claim of the proponents of ‘pure’ private enterprise that it 
could solve the housing problem should be considered against the 
evidence of an historic ineffectiveness . . . Private enterprise seems 
to be at its most dynamic level when protected by extensive loan 
guarantees and substantial borrower’s equity and when properties 
are all sited in a bustling urban market. 


Last year the Castonguay Commission again pointed out:5 


Reconnaitre l’accés a habitation comme un droit universel implique 
donc une intervention directe de |’Etat dans toute cette industrie qui, 
encore aujourd’hui, dépend presque entiérement de |’entreprise privée. 
De méme que l’universalité d’accés a l’éducation et aux soins a exigé 
que |’Etat prenne la responsabilité de ces secteurs a la place de |’entre- 
prise privée, de méme la reconnaissance de I’accés a l’habitation comme 
droit universel implique une intervention directe similaire dans les 
services d’habitation. 


2 Report of the Special Parliamentary Committee on Housing (Ottawa: 1935). 


3 Report of the Advisory Committee on Reconstruction (Ottawa: 1944), Volume IV, 


p. 9. 
4 Good Housing for Canadians, op. cit., p. 50. 


5 “The recognition of access to housing as a universal right implies a direct inter- 
vention by the State throughout that industry which, even today, depends almost 
entirely on free enterprise. Just as universal rights to education and welfare meant 
that the State had to assume responsibility in those sectors in place of free enter- 
prise, then equally the recognition of access to housing as a universal right implies 
a similar direct intervention in the field of housing service.’’ Rapport de la Com- 
mission d’Enquéte sur la Santé et le Bien-Etre Social (Gouvernement du Québec, 


1971), Volume 1, pp. 184-5. 


Politicians and senior civil servants have consistently taken an opposite 
tack. In 1949, the Prime Minister of the country stated :6 

While we hope that as much of our new housing as possible can be 

provided through private and local enterprise, we recognize that 


privately initiated housing may have to be supplemented and stimulated 
by even further government support for low rental housing. 


The Minister responsible for housing put the matter even more strongly 
in 1956.7 
It was the government’s view, which I have stated publicly on a number 


of occasions, that we would be justified in using public funds for 
housing only where private enterprise fails to meet the need. 


A senior civil servant and member of the Board of Directors of the 
Corporation elaborated on that position in 1957:8 

My main criticism of the statement is that it seems to assume that 
public housing is primarily an instrument of social policy to remedy 
directly the condition of those of the poor who are living in bad 
housing. Thus it . . . expresses the substantial preference for subsidized 
over full recovery housing .. . Public housing at this stage in Canada 
at least should be regarded primarily as an economic matter rather 
than as an instrument of social policy... We should not take tenants 
requiring the subsidy if we can avoid it. 


The last clear statement of federal policy on the matter was that of the 
then Minister, in May of 1969.9 

We must, therefore, not only improve the operation of private markets 
in order to accelerate the total output of housing, but we must also 
stimulate the provision of modest accommodation for low-income 
people, augmenting it, if necessary, with what may be regarded as 
non-market devices in order to get a higher yield of new units out of 
the nation’s housing efforts. 


The refusal to act stems from an almost religious belief in the private 
market as the only fair and efficient mechanism for distributing society’s 
resources. Even the social housing programs, which have received much 
publicity lately, are an afterthought, an appendage to the unguided, un- 
controlled market system. No effort is made to plan for them, to determine the 
type, extent, location and magnitude of need. That would necessitate greater 
efforts, increased intervention, more interference with the private production 
process. 

The only “planning” for housing has been done by financial officials, 
who have used housing as a short term stabilization tool. That overriding 
concern has been entrenched in housing policy. Nowhere is it clearer than in 


6 Speech, Prime Minister Louis St. Laurent, April 1949. 

7 Letter from Minister to President, CMHC, June 8, 1956. 

8 Letter to President, February 12, 1957. 969 
9 Notes for Statement on Bill C-192, R. K. Andras, House of Commons, May 1969. 


the constant reference to housing starts. Housing starts are an indicator of 
economic activity. Housing completions are the additions to the housing stock 
available to serve consumers. They are seldom referred to. Emphasis on 
aggregate goals, economic activity and private market decisions also explain 
the sacrifice of quality for quantity. Housing is an artifact, a product, a man- 
ufactured good. It is not viewed as a package of services, nor as a place where 
people live. Once the start has commenced, concern ends. Ongoing manage- 
ment and maintenance are irrelevant. Locational factors such as neighbour- 
hood context, community services and facilities, and even interrelationships 
between units produced are ignored. Design is a secondary consideration, as 
are the rights of the user with respect to the good ‘produced and its producer. 
With the growth in social housing activity there are faint signs of 
change, but inroads against the dominant production mentality are slow. 


THE HOUSING PROBLEM 


For the last two or three years, federal policy makers have been concerned 
with whether there is a housing crisis or a housing problem or no problem at 
all. The most recent verdict is that there is no immediate housing problem, 
that there is an income problem for low income families likely to be displaced 
by redevelopment and unable to find satisfactory alternative accommodations 
and that policies restricting the development of raw land for housing may lead 
to a housing crisis in the future.!0 That position should be compared with the 
one taken by the Murray study in 1964:!1 


Aside from its physical qualities, a sizeable segment of Canadian 
housing is economically troubled... The new housing production, 
whether for ownership or for rental, is completely out of reach of 
something better than one-third and something less than one-half of 
the population. The existing housing stock is almost equally inac- 
cessible because of the combined effect of high prices and inadequate 
financing terms. 


The situation has not improved. In 1967 approximately 400,000 low 
income households spent on average in excess of 40 per cent of their incomes 
for shelter alone. When household operation, telephone, furnishings and 
equipment are added, the percentage is more than 50. 800,000 low income 
households spent on average in excess of 25 per cent of income for shelter 
alone, and 1,200,000 spent on average in excess of 20 per cent of their incomes 
for shelter. 

Somewhere between half a million and one million buildings (with the 
data at hand, no better guess can be made) probably require rehabilitation 
simply to bring them up to the standard of decent, safe and sanitary accom- 
modation. They either lack heating, plumbing and electrical systems or have 
faulty ones or are in need of structural repairs. Perhaps 14 to 14 of these units 


10 Urban Problems & Prospects, Research Monograph 2, “Housing in Canada”’ 
(Ottawa: CMHC, 1971), p. 19. 
11 Good Housing for Canadians, op. cit., p. 58. 


are in rural areas and small towns where the annual cost of shelter may not be 
a problem, but incomes are too low to permit the necessary investment to 
upgrade the housing. 

About 1,000,000 low income households are tenants. That number is 
likely to increase by more than 50 per cent over the next decade. These tenants 
are not only plagued by high shelter-to-income ratios and poor physical 
conditions, but also do not have the security of tenure and the freedom to use 
their homes in a reasonable fashion that low income owners possess. Most of 
them are on month to month leases and are subject to arbitrary control by 
their landlords. Although there have been improvements recently in provincial 
landlord and tenant legislation, landlords’ attitudes have not changed and a 
precarious economic position and sense of powerlessness prevent the poor 
from asserting the rights which they do have. 

The majority of low income households are located in city centres or in 
rural areas where community services and facilities are lacking. In cities, they 
are frequently located in industrial or commercial areas where noise and air 
pollution are high. Newer government low income programs have located 
them on the fringes of developing areas which are devoid of community 
facilities. 


EQUAL ACCESS TO DECENT HOUSING 


That is the rough picture, in absolute numbers. The relative position is even 
worse. If one compares the shelter-to-income ratio for the bottom 20 per cent 
of the income distribution with that of the average family, the bottom group 
spend twice as great a proportion of their income for shelter. When the 
comparison is made with the top quintile, the bottom group spend 214 times 
as much. If one looks at renting households only, the situation is even worse, 
with the bottom 20 per cent spending three times the proportion which the 
top group spends. 

Similarly the poor are much more likely to live in older housing which 
- is in need of structural repairs or lacks essential plumbing or heating facilities. 
In 1961, those in the bottom quintile were three times as likely as the average 
household to be living in a unit in need of major repair and eight times as 
likely as the top quintile. They were almost twice as likely as the average, and 
almost four times as likely as the top quintile to lack adequate heating systems. 


HOUSING AND POVERTY 


Housing poverty is partly a function of low incomes. It is also a result (as are 
the low incomes themselves) of having the status of a poor person. Societal 
attitudes ensure that the rewards go to the producers, to those who make the 
economy grow. Those who cannot produce, or can no longer produce, the 
elderly, handicapped, single parent families, rural families get the residue after 
the producers have been rewarded. 

To a considerable extent this results from the shared attitudes of public 
decision-makers and producers. Equally important is the unequal access of 
the poor to the decision-making process. Public agencies — particularly 


housing agencies — provide limited information about policies and practices, 
except to producers who are actively sought out for participation and volun- 
tarily supplied with information. 

Middle and upper income consumers are only beginning to organize 
themselves to participate in housing decisions. Better education, superior 
financial and technical resources, available time, and social-psychological 
characteristics are far more likely to result in quickly organized, independent 
initiative activity by them. The poor are not accustomed to exercising control 
over their own lives and are far more likely to feel a sense of powerlessness in 
the face of public decisions. 


HOUSING AND INFLATION 


The country and its government are very concerned about inflation. In an effort 
to combat that malady a substantial level of unemployment has been created. 

Construction generally and residential construction in particular play a 
substantial role in inflationary processes. Housing has a weight of one-third 
in the Consumer Price Index, the bellwether in the fight against inflation. The 
shelter component in the Consumer Price Index has increased by over 50 per 
cent in the last decade. The gross debt service on new NHA bungalows has 
increased by 136 per cent during that period. Construction wages have in- 
creased by 74 per cent. Land prices in the period increased by two-thirds. 
Since 1950 they have quadrupled. Interest rates on NHA loans increased by 50 
per cent from 1961 to 1970. And property taxes on new NHA houses more 
than doubled over the last decade. 

It is clear that housing price inflation hurts those on fixed incomes, like 
the elderly. Their incomes have not risen as fast as housing costs, nor have the 
incomes of those receiving welfare. The middle income group appear to be 
relatively better off in that housing costs and incomes have increased at the 
same rate. But with costs rising at an equal rate, the middle group seeks more 
income. The inflationary spiral follows. 

Government response has been to turn off the money tap when inflation 
gets too hot. That simply leads in the housing field, to another round of 
inflation; initiated by demand pull and carried on by cost-push. The classic 
example was the response to monetary policy in 1965-66. The effect of the 
cutback in funds was to reduce the supply of rental dwellings, increase the 
price and worsen the housing situation for those at the bottom of the economic 
ladder. When the money supply was expanded, a resurgence of demand 
occurred, prices were bid up and another round of inflation in the housing 
sector began. 

In 1970 the government attempted to avoid the creation of housing 
shortages as a by product of stabilization policy. More than $400 million of 
additional funds were poured into social housing programs. Shortages have 
been avoided and in most cities vacancy rates are at acceptable levels. But two 
years later housing price inflation is back with a vengeance. The additional 
funding was sufficient to protect the residential development industry from the 
price corrections which would otherwise have occurred. 


The existing tools for dealing with housing price inflation are too blunt. 
They create shortages and simply postpone inevitable increases. There has 
been no national attempt to devise new techniques for dealing with housing 
price inflation since the rent controls of the Second World War. Present day 
policy discussions have not advanced beyond the possibility of instituting 
similar wage and price controls, another set of blunt, temporary measures 
which attempt to confine market forces rather than restructure them. 


HOUSING AND EMPLOYMENT 


In 1944 it was expected that housing would be a key tool in the kit of a full 
employment policy. No attempt has been made to give effect to that expecta- 
tion. Instead housing has been used as a tool for overall economic stabilization, 
providing increased employment when the economy is slack and reduced 
employment when a decision is taken to take the steam out of the economy. It 
is only recently that a quantitative goal for housing starts has been established, 
but it is aimed solely at housing requirements, without consideration of the 
employment effects. 


THE PRODUCTION OF ADEQUATE HOUSING 


Housing built during the last 15 years tends toward higher densities, a limited 
range of standardized accommodation, reduced variety, limited common 
facilities and a segregation of unit types. What is being built at present is 
largely the same kind of housing as that produced at the beginning of the 
period. New low income housing resembles the form of housing for any other 
sector of the population made cheap by tight costs, reduction in size, and 
poor sites. 

In all housing, the form of the dwelling units is determined by the 
economics of building, rather than by user needs. The user is fitted into what 
can be built. Federal policy has promoted the construction of low density 
suburban homes, neglecting the development of alternate forms of higher 
density urban housing. Little attempt is made by the builders and no attempt 
is made by CMHC to determine user response to the existing models. CMHC’s 
Residential Standards have had limited effect on housing form. Their function 
has been to regulate and prevent blatant defects, rather than promote improve- 
ment and innovation. The review procedures are essentially policing actions. 

The building industry will not substantially improve its product or 
innovate without government intervention. Building firms are becoming larger 
and more bureaucratic. Their primary concern is the development and mar- 
keting of land. The profits made on the construction side are minimal, land 
profits are high. The developer attempts to contain costs by standardizing the 
product and producing housing which simply meets the administrative require- 
ments of the lenders and the rigid planning requirements of municipalities, 
and thereby allows him to make his land profits as quickly and on as large a 
scale as possible. 

The real capacity to innovate is found in the sub-contractors who do 
the actual construction. The majority of large builders now subcontract out 


more than three-quarters of the work done. Subcontractors are becoming 
increasingly more productive, but are not growing in SiZe. Contractual ar- 
rangements leave them completely dependent on the builder-developer and . 
prevent the harnessing of their innovative capacities. 


MUNICIPAL PLANNING AND LAND AVAILABILITY 


Municipalities also view their role as that of policemen, i.e. approving author- 
ities. Within the context of zoning and subdivision control bylaws they respond 
to developer applications. Those bylaws are frequently aimed at keeping out 
even moderate cost housing to protect the municipal tax base. 

Similarly, problems of rapidly increasing expenditures and a weak tax 
base have led municipalities to abandon their traditional function of servicing 
raw land to be made available for residential construction. By default that func- 
tion has passed to builder-developers, who initially undertook it to assure 
themselves of a supply of serviced land on which to build and now continue 
it because it is far more lucrative than their construction operations. 

Increased land acquisition and servicing costs, together with lengthened 
holding periods pending planning approval, have multiplied the holding costs 
of the land to the point where substantial sums of capital are required. As a 
result, in most metropolitan centres some half-dozen builders control the 
majority of the land in the path of immediate development. A large number of 
multinational corporations, many of which are British and American, have 
recently entered the land development business. In other cases financial 
institutions have invested in land development companies or joint ventured 
with builder-developers. 

Municipal inability to service enough land, combined with rapid 
population growth and oligopolistic development patterns have caused land 
prices to rise rapidly. From 1950 to 1970, the price of single family lots 
quadrupled. In the 1960’s they increased by two-thirds, in 1971] by 15 per cent. 
Builders are predicting similar increases in the next several years. 

In the next decade, an increased proportion of all housing will be built 
in metropolitan centres. Almost twice as many units will be built there as in 
the 1960’s (almost 2 million as compared with 1 million). At least three 
quarters of them will be built in suburban municipalities with weak tax bases. 
In the absence of fiscal transfers from the senior levels of government to help 
pay for servicing and community facilities, municipal dependence on private 
developers to pay those costs will increase and with that increased dependence 
there will be a continuing rapid growth in land prices. 


Programs 


The present method of dealing with low income housing problems consists of 
three programs: a public housing program, with deep operating subsidies, run 
on a shared cost basis; an entrepreneurial and non-profit low rental housing 
program, with preferred lending rates and virtually break even, controlled 
rentals; and a variety of assisted homeownership programs, provincial and 
federal. 


I. PUBLIC HOUSING 


This is the only program serving the lowest income group. Study findings 
reveal that the physical aspects of the program have improved considerably 
since the report of the Hellyer Task Force. Nevertheless, we recommend the 
abandonment of the program, at least in its present form, for the following 
reasons: 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


New housing produced solely for the poor bears an inevitable stigma, 
given existing social values. This is seen in the attitudes of tenants, 
surrounding neighbours, program administrators and politicians. 


The program involves very deep subsidies. 1970 subsidy levels were 
approximately $1,000 per unit and by the end of the decade, if they 
grew at half the present rate, would be $2,500 per unit. 


Cost considerations limit the number of units produced. At present 
production levels there would be 250,000 units available by the end of 
the decade. There are presently about 1.2 million low income house- 
holds paying in excess of 20 per cent of their incomes for shelter. By 
the end of the decade, the number will be closer to 2 million. If produc- 
tion were increased by 250 per cent to 50,000 units per year, only one- 
quarter of the need would be met with subsidies of approximately 1.25 
billion dollars per year. 


Cost factors also limit decisions on location and design. Public housing 
sites are frequently marginal and corners are often cut on construction 
to hold down costs. The result is the production of less than satis- 
factory living environments which will be with us for a considerable 
period of time. 


Decisions regarding need are taken by public intermediaries, not by the 
housing consumer. The intervention of public middlemen means that 
the most serious need is frequently excluded. For example: 

The bulk of the units have gone to the Province of Ontario, which is 
best able to afford the cost-shared subsidies; 

Only 14 per cent of units have gone into urban centres from one to 
thirty thousand in size, which have one-third of the urban population. 
Virtually none have gone into rural areas. 

Some municipalities refuse to accept public housing or request only 
token amounts. 

Most provinces have limits, explicit or implicit, on the number of 
welfare families which can be admitted to any project. Other examples 
of “‘creaming”’ (i.e. selecting more desirable, less problematic families) 
can be found. 


Despite federal initiatives aimed at improving public housing manage- 
ment, there has been little progress in this field over the last several 
years. The societal and administrative attitudes noted above impede the 
development of skilled, sensitive management. 


10 


II. ENTREPRENEURIAL FULL RECOVERY HOUSING 


In 1964, dissatisfied with the results of the program, CMHC in effect shut it 
down. In 1968 the program was restored, but the same problems have returned 
to haunt it. They include: 


(1) Poor, marginal locations; 
(2) Inadequate site planning and facilities; 


(3) A propensity for one and two bedroom, high-rise units in what is 
nominally a family housing program; 


(4) Underutilization of approximately one-third of all units, and “‘cream- 
ing’ out of undesirable tenants; 


(5) Increased income limits. In its early years, the program was com- 
petitive with public housing. Today the program starts where public 
housing leaves off. The result is a substantial gap in the groups which 
can be served by the two programs. 


(6) Heavy-handed management over which the federal government 
exercises no control; 


(7) Funding at a level which does not begin to meet the need; 


(8) A big-city bias, similar to that found in the public housing program. 
Only 9 per cent of all units have gone into centres of less than 25,000 
people. 


II. NON-PROFIT HOUSING 


The non-profit housing program has funded, for the most part, municipalities 
and service clubs providing housing for senior citizens. The expectation of the 
federal government was that the provincial governments would make capital 
cost contributions and the municipalities might provide land more cheaply 
and/or tax abatements. Without that further assistance the program cannot 
serve the really low income elderly. As the federal government makes no 
contribution towards subsidies for non-profit housing, the provinces are now 
moving towards use of cost-shared public housing for elderly persons. Non- 
profit operators of senior citizens housing are subject to criticism from the 
elderly for charging more for the units than public housing does. Similar 
problems of location, design, etc. exist in this program, but are easier of solu- 
tion in some cases, because municipalities, churches, etc. supply better sites, 
and because high-rise, high-density projects can be employed. Little research 
has been done on the suitability of very high-density projects for the elderly. 

In the last several years, attempts have been made by non-profit groups 
to use the program to provide housing for families and unattached individuals 
(both single and middle-aged). The responses of the federal government have 
been hesitant and uncertain. 
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IV. ASSISTED HOMEOWNERSHIP 


The federal government steadfastly avoided involvement in programs to assist 
low income households to own homes until the last three years, although its 
lending programs have long shown a bias toward ownership for the upper half 
of the income band. 

Federal opposition to assisted homeownership has rested on con- 
siderations of cost, protection of the activities of private lenders and an 
unwillingness to subsidize the acquisition of assets by low income consumers 
(as distinct from high income producers). 

A number of provinces initiated programs which were aimed at the 
lower middle and middle income groups. The latter, confronted with rapid 
price inflation, found themselves unable to afford new housing. In most 
provinces, provincial efforts were a response to the resultant pressures. 

To its credit, the federal government, in its $200 Million program, 
aimed at a lower income group, in effect the top half of those eligible for 
public housing. The results parallel those in the entrepreneurial full recovery 
rental program: 


(1) Reduced costs resulted from substantially reduced quality. In a number 
of cases corners were cut, units were finished poorly, space standards 
were reduced drastically, project amenities were minimal; 


(2) Locations were poor, on the fringes of cities: 


(3) Purchasers were small, young, upwardly mobile families who probably 
could have afforded to buy in a couple of years at any rate; 


(4) Income limits were frequently revised upwards, as builders claimed 
to be unable to produce or find purchasers at lower levels: 


(5) Almost all units were produced in major centres, because of the em- 
phasis on the need for a large volume of starts in a short period of time. 


V. COOPERATIVE HOUSING 


The Curtis Committee Report in 1944 pointed to the European experience and 
clearly anticipated a substantial cooperative housing effort. During the 1950’s 
the federal housing agency supported the activities of building cooperatives, 
self-help groups which built single family dwellings for individual ownership. 
No support was given to continuing cooperatives, non-profit groups which 
wanted to build multiple projects to be owned collectively and rented to 
individuals. They were denied preferred lending rates under the full recovery 
section of the Act on the basis that they were really developing a form of 
homeownership. There was concern that loans to them would open the door 
to claims for preferred lending rates by individual homeowners. 

Legislative provisions requiring that the Corporation be satisfied that 
at least 80 per cent of the units in the project will be occupied by members of 
the cooperative have been interpreted to mean that no advances can be made 
on loan commitments until 80 per cent of the members have been signed up as 
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shareholders and accepted as borrowers. Difficulty in meeting this require- 
ment virtually precluded the development of cooperative housing. 

Opposition to cooperative housing within the Corporation has arisen. 
because of basic philosophic differences. This is best seen in the statement of 
one of the Corporation’s Policy Advisors.12 


‘Home is a very private thing and anything to do with one’s own 
private affairs is best kept independent and separate from the friendly 
contact with neighbours... I can’t think of anything more likely to 
jeopardize this kind of stability of family life than becoming involved 
in a venture of cooperative housing.” 


That attitude continues to prevail despite the recent development, 
supported by CMHC, of condominium housing, which mixes homeownership 
with an interdependent, high density life style. 

The Corporation has funded a national Cooperative Housing Foun- 
dation and then left it to the cooperatives to stand or fall on the rules of the 
marketplace. It has refused to change its general policies adopted fifteen 
years earlier. 

Cooperative housing associations have developed at the provincial 
level, with assistance from the provinces, and at the project level with help 
from labour unions, cooperative financial institutions and churches. With 
changes in program requirements and real governmental support, the prospects 
for production at a meaningful level are quite good. | 


VI. REHABILITATION 


The federal government’s initial policy prescription for deteriorated housing 
was clearance and replacement. Under pressure from the households to be 
cleared and displaced, this changed to an emphasis on partial clearance, 
together with rehabilitation and conservation of existing dwellings. Very little 
rehabilitation was carried out under urban renewal schemes before that 
program was shut down. For improvement in urban housing, reliance was 
placed on guaranteed home improvement loans by banks. These served the 
middle income group and have fallen off drastically in the last decade. 

CMHC lacks the legislative tools to tackle the rehabilitation problem. 
It was not until 1969 that it was empowered to lend directly for home improve- 
ments under the NHA. No loans have been made specifically for home im- 
provements (as distinct from improvements made when an existing unit is 
acquired) under the 1969 changes. 

Even under that legislation it cannot lend at interest rates below its 
own borrowing rate nor make grants to low income households. Experience 
has shown that low income households cannot afford to and will not incur 
further debt to upgrade their housing. | 

While the Corporation put forward specific proposals in 1965 and 1968 
to deal with the housing problems of rural families no action has been taken 
on them. The only rural rehabilitation ongoing today results from grants 


12 CHMC Memorandum, October 11, 1963. 
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under the Canada Assistance Plan and the FRED program in Prince Edward 
Island. Yet one-third of the units needing rehabilitation are in rural areas. 


LAND ASSEMBLY AND LAND BANKING 


Rising land prices are a major culprit in housing price inflation. Those prices 
have quadrupled in the last 20 years. Increased land and servicing costs have 
pushed residential land development and planning into the hands of small 
groups of large developers. 

Over the years, public assembly and development of land has constantly 
been recommended as a solution to the twin problems of price and planning — 
most recently by the Hellyer Task Force. CMHC was the earliest proponent 
of that policy, during the early 50’s, but faced with strong builder opposition 
to interference with the private land market, and the spectre of substantial 
expenditures to get past the Department of Finance, it retreated, With the 
wide latitude for administrative discretion allowed it under the NHA it 
established a number of program guidelines which limited the effectiveness 
and value of the program. 

In the late ’60’s the provinces, particularly Ontario, became interested 
in carrying out large scale banking operations and sought federal funding. On 
grounds of cost, they were refused. 

Over the last twenty years funds advanced for land assembly purposes 
amounted to less than 2 per cent of the amount lent for housing under the 
NHA. With limited land acquisitions, the program has not been used to 
control housing prices, and frequently has had the effect of supporting them. 


GOVERNMENT ORGANIZATIONS AND THEIR ROLES 


Pressure for low income housing programs has come from the ground up, 
from interested citizens groups and municipalities. Until 1964 none of the 
provinces betrayed real interest in the public housing program. The federal 
government initially developed the federal provincial public housing partner- 
ship arrangement to force provincial participation in what was considered an 
area of provincial jurisdiction, to provide a buffer from direct involvement 
with municipalities, and to contain costs to the federal government. In1964 
the public housing loan provisions were enacted, permitting loans to provinces 
and municipalities. It was expected that responsibility for project development 
and implementation would thereby be devolved to the municipal level. In 
most jurisdictions this has not worked out and the provinces have assumed 
control of the program or are about to do so. 

Under either arrangement, one of the senior levels is effectively respon- 
sible for project planning and development and the other retains a power of 
veto. Under the partnership arrangement the federal government, together 
with the municipality does the planning, with the province (in effect) reserving 
the right to disapprove, primarily on the basis of cost. In the case of the loan 
provisions, the federal government retains a similar right of individual project 
approval. 

In neither case has the system worked smoothly. At no level of govern- 
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ment has there been even mid-term planning for the number, type, distribution, 
quality, etc. of the units produced. The familiar pattern is seen: there is a 
problem, starts are required, any kind will do. In the absence of policy guide- 
lines, approval authority is exercised on the basis of ad hoc decisions, depend- 
ing on the policy of the administrators and Ministers of the day. The planning 
problem is compounded by the failure of the federal government to commit 
funds for social housing for more than one year. 

Municipalities have not played a significant role in low income housing. 
Their limited initial role has been cut back by increased provincial activity, 
programs requiring financial contributions from local governments squeezed 
between rapidly growing expenditures for urban services and revenue growing 
much more slowly, and the organizational structure of local governments. 
Small size of councils, election at-large of council members, two-tiered govern- 
ments with housing responsibility at the upper non-elected level, and a multi- 
plicity of special purpose housing agencies, all shelter municipal councils 
from the political heat of housing problems. 


Recommendations 


Canada has had social housing programs on its statute books for over 
30 years. It is only in the last 3 or 4 years that they have had life breathed into 
them. Until then, complete reliance was placed on an assisted free market to 
produce enough adequate new housing that there would ultimately be suf- 
ficient decent dwelling units for all Canadians. When it finally became ap- 
parent that decent housing simply would not filter down to those at the 
bottom quickly enough (if ever), social housing programs received greater 
funding. 

Faith in aggregate goals and private production and operation of 
housing remained paramount. Social housing only amounted to some 15 to 
20 per cent of total annual construction and to an annual increment in the 
total stock of .7 per cent in the last three years. Government intervention was 
carefully segregated from overall market operations. The philosophy of 
minimal intervention at the tail end of that market has assured the failure of 
new production programs and has caused the defects discussed previously. 

New and radical solutions need not be developed to deal with low 
income housing. Very few new proposals are put forward in this study. The 
necessary changes have been recommended time and again over the last three 
decades. For example, in 1944, the Curtis Committee recommended that the 
government plan for the necessary volume of production for the next five 
years, to be distributed evenly over each third of the income distribution, that 
public non-profit or cooperative housing production be relied upon to meet 
the needs of the bottom third, and that steps be taken to improve housing © 
conditions in rural areas and centre cities. 

In 1964 the Murray report recommended the production over the next 
20 years of 2 million units of either public housing or full recovery housing for 
the bottom 40 per cent of the income band, the promotion of cooperative and 
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non-profit housing, the development of a federal housing department which 
could take the lead in comprehensive planning for housing. 


In 1965 the Advisory Group of CMHC made a number of progressive 
recommendations. These included: assisting homeownership through long- 
term low-interest rate loans in rural areas: abandonment of the entrepre- 
neurial limited dividend housing program; 100 per cent loans coupled with 
capital grants for housing to be provided by non-profit corporations; assump- 
tion by the federal government of an increased share of public housing sub- 
sidies; grants in aid for the establishment and Organization of non-profit 
housing agencies; grants for rehabilitation in rural areas, economically 
depressed regions and fringe urban areas; the grouping, in one division of the 
Corporation, of responsibility for all low-income housing programs, public 
and private. 


In 1969 the Hellyer Task Force recommended: that all urban residential 
land be developed and marketed by municipalities and that federal loans be 
made for that purpose; that social housing programs only for the poor be 
terminated; that subsidies be paid to people, rather than attached to buildings: 
that cooperative and non-profit housing programs be expanded. 


Most of those recommendations are repeated, reworked, and elaborated 
On in this report. Real progress has not been retarded by an absence of ideas 
or understanding but by an unwillingness to act, to come to grips with the 
problem and to attack it systematically and comprehensively. Governments 
must be prepared to establish the goal of decent housing for all Canadians at a 
price which they can afford and make whatever changes are necessary in the 
mechanisms for producing, maintaining and distributing housing to see that 
that goal is met. 


The simple fact that the majority of the poor will live in existing older 
housing must be accepted. Then the problems which that situation presents 
for them must be analyzed and attacked. Separate policies must be developed 
to cover their difficulties in respect of income, housing price, housing quality 
and community services and facilities. They must be developed within the 
context of a plan to deal with national housing requirements and the cost, 
quality and distribution of all housing, both new units produced and the 
existing stock. 


INCOME REDISTRIBUTION 


Unit subsidies will not have the effect of ensuring that all low income house- 
holds are able to acquire decent housing for an expenditure which represents 
a reasonable proportion of their low incomes. It is simply too difficult, both 
politically and administratively, to attach the necessary subsidies to 1.2 
million units today or to 1.6 to 2 million units in 10 years. 

The alternative is to expect low income households to remain in the 
existing stock and to increase their incomes and thereby reduce expenditure 
burdens. We would prefer to see that done by way of a guaranteed annual 
income. The political decision has been taken that the country cannot afford 
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to finance that program at this time. As an alternative, we recommend the 
payment of a shelter allowance to low income households. 

That allowance could take two forms. It could be an annual payment, 
made in advance, to all low income households, regardless of their actual 
expenditure burdens, amounting to the difference between the average shelter- 
to-income ratio of households in that income range and 20 per cent of income. 
Or it could be a rebate, paid after the event, of the difference between the 
income actually spent and 20 per cent of income. 

A rebate program would cost about $700 million per year for 1.4 
million households, an average of $500 per household. A generalized allow- 
ance program would cover about 2.4 million households and could cost up 
to twice as much. 

The data are only now becoming available (from Statistics Canada 
surveys) with which to fully develop either program. The choice appears to 
depend upon whether it is politically necessary to connect the program 
directly to housing, in which case a rebate scheme would be used. It also 
depends on how close the country is to a guaranteed annual income, as a 
shelter allowance paid in advance would be more easily converted into a 
guaranteed annual income. 

Whichever device is used, the results will be superior to building 
subsidies. Using existing housing, per unit subsidies will be cheaper. That will 
make a universal program possible. Relief will be immediate and will not be 
tied to the number of units produced or acquired annually and the capital 
available for acquisitions. Nor will it depend on the willingness or ability of 
government or non-profit intermediaries to construct new stock, nor of 
municipalities to accept social housing. Governments will not be locked into 
subsidies for fifty years. And low income households will not be locked into 
projects in which they must reside to claim their subsidy. They will be able to 
remain in existing neighbourhoods or move into new ones as they desire. 
Similarly, project segregation will no longer be necessary and a broader mix 
of income groups will be possible. 


HOUSING REHABILITATION 


Similarly, if all Canadians are to live in decent housing, we cannot simply rely 
on the construction of new dwellings to replace existing substandard units. 
For that to happen, as many as one million new units in excess of those 
required to meet new household formations would have to be built in the next 
decade. 

Those new units would not necessarily be produced in the areas where 
substandard housing exists. Particularly in rural areas and small towns, faced 
with declining populations and therefore high security risks, substantial 
amounts of new construction are out of the question, when what is required for. 
the most part is the upgrading of existing units. Even in areas of high growth, 
the expense of tearing down existing units and rebuilding is out of all propor- 
tion to the cost of rehabilitation. 

We therefore recommend a large scale rehabilitation program, to 
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bring as much existing housing as possible to a state where the structural and 
building systems perform adequately. Because the low income group will not 
undertake additional debt, we Suggest universal grants to homeowners and 
small landlords of 24 of the cost of providing adequate heating, plumbing, 
wiring and structural systems, for all buildings having a useful life of fifteen 
years. The grants would not be restricted to specific areas as the need is 
widely scattered. In designated centre city assistance areas and rural develop- 
ment areas the grants might be increased to 4/5 of cost. 

For larger landlords, or for small landlords who so prefer, we recom- 
mend the provision of preferred interest rate loans, coupled with code enforce- 
ment. All loans or grants to landlords would be in consideration of agreements 
not to increase rents for a period of 10 years, except to cover increased taxes 
and operating costs. Grants should also be made available to municipalities 
or non-profit groups purchasing existing larger rental projects and operating 
them on a non-profit basis. 

In order to conserve the existing stock and improve it home improve- 
ment loans should be made at preferred lending rates to low income home- 
owners and to landlords prepared to agree to control rents for a ten year period. 

To encourage the use of the programs and the unassisted improvement 
of residential areas, steps must be taken to stabilize centre city neighbourhoods. 
The importance of centre city locations as sites for new housing, particularly 
in the three largest centres, has declined constantly during the last ten years, 
to the point where in 197] only 10 per cent of all starts in Metropolitan 
Toronto, 16 per cent of those in metro Montreal, and 21 per cent of those in 
the Vancouver region were in the centre cities. The bitterness and dislocation 
created by centre city redevelopment are not worth the minimal increment to 
the housing stock. 

The federal government should (as it did with urban renewal) freeze 
all further funding under the NHA of private centre city redevelopment in 
excess of 50 units, while it reviews the costs and benefits of that process. 


NEIGHBOURHOOD SERVICES AND FACILITIES 


Low income neighbourhoods should be improved by the provision of com- 
munity services and facilities as recommended in the reports of the Task 
Force on Urban Assistance and the Urban Assistance Sector Team of the 
CMHC Policy Planning Division. 

When new social housing projects are built, the social, recreational 
security and other service requirements of low income households become 
obvious. While they remain in their existing neighbourhoods, they are in- 
visible. Just as programs are needed to bring the physical housing standards 
of the low income up to a reasonable average, so substantial expenditures are 
necessary to bring the level of neglected municipal services up to the standard 
enjoyed by the average household in the municipality. 


PRICE AND DISTRIBUTION OF NEW PRODUCTION 


Stabilization policy, intended to cool off inflation, has in fact simply postponed 
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it. Higher interest rates are built into long term housing debt. Consumers are 

driven out of the market temporarily, but quickly return to bid up prices. 

(Frequently, they are cajoled and implored by governments to do so, to buy . 
the country’s way out of a recession.) That, in turn, results in increased prices 

for the factors of production. 

To eliminate that cycle, it is necessary to ensure a sufficient, steady 
production of housing, to meet annual increases in housing requirements. If 
continuing efforts are to be made at stabilizing the economy, they should not 
be at the expense of the housing sector. 

While steady growth of the housing stock will alleviate some of the 
demand-pull aspects of housing inflation, steps should also be taken to deal 
with cost-push. We recommend a major land assembly and banking program, 
coupled with changes in tax policy, to deal with rising land prices. We recom- 
mend that municipalities be given access to other revenues to reduce depen- 
dence on the property tax, a tax on consumption with a rate of 20 to 25 per 
cent. We recommend the intervention of the appropriate Departments of 
Labour to police increases in wage rates which have far outspaced those in 
other manufacturing activities. We recommend a sizeable expansion in 
direct government lending, to make cheaper money available for housing 
purposes. 

At present, some 15 to 20 per cent of new production goes into low and 
moderate income housing. The remainder is directed at the upper two-fifths 
of the income distribution. We recommend that in the coming decade, some 
45 per cent of new construction be federally funded and directed to the low 
and moderate income groups. That end can be achieved in one of two ways — 
by lending to municipal and non-profit groups at preferred lending rates 
(1) for the construction of full recovery housing, to be rented at controlled 
rentals, to serve the lower and middle income levels, some of the low income 
groups obtaining access by means of the proposed shelter allowance; or 
(2) if the shelter allowance is rejected, for the construction of units for the 
same groups, with subsidies provided for units occupied by the low income 
group. Projects would have to serve this broad income range to avoid the 
stigma of low income housing. Subsidies could be by way of interest rate 
write-down, capital contribution or present operating loss subsidies. The first 
two put the risk of increased operating expenses on the owner-manager of the 
project, and would probably lead to creaming and perhaps a failure to maintain 
the project adequately. 

We have already stated our clear preference for demand subsidies. On 
the supply side, we propose the construction of one million urban non-profit 
full recovery units over the next decade and two hundred thousand rural and 
small town assisted homeownership units. The program would rise from 
85,000 to 90,000 units in 1972 to 1,400,000 units in 1981. , 

A floor would be placed under social housing production ensuring that 
that was the minimum number produced in a given year. Social housing pro- 
duction would be protected, both to meet quantitative housing goals and as 
part of an anticipated full employment policy. 
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The program should greatly increase access to decent housing for the 
lower income group. In the short run, shelter allowances will allow access to 
new construction for some of them. Moreover, as incomes rise and rents on 
units produced remain steady, those at the very bottom of the income distribu- 
tion will be able to afford 10 year old non-profit units. This influx, in the 
middle of the market, of from Y, to 4 of the total urban low and middle 
income rental stock should have the effect of creating a true filtering process. 
Units aimed at the top of the income pyramid do not trickle down to the 
bottom quickly enough. Aiming at the middle of the income band should 
result in a greater turnover of units for the low income group. 


It would also slow down the rate of housing price inflation. Firstly 
because the price of that one million units will be controlled. Secondly because 
that new production will permit “price leadership” for older existing units. 
Thirdly, because it would be combined with a program of land banking and 
taxation to control the increase in land prices. 

Cost reductions can also be achieved by moving from the production of 
suburban detached houses to medium density multiple projects to house 
families. The reaction of the building industry to an increased need for family 
units will be to produce suburban bungalows — profits are higher on the more 
expensive units and more expensive buildings are felt to be necessary to justify 
high land prices. Public lending combined with non-profit construction will 
greatly increase government leverage to affect the kind of unit produced. That 
will result not only in reduced construction cost per unit, but in substantial 
reductions in the cost of community infrastructure. 


The long term benefits are also important. In 30 or 40 years the housing 
can be paid for in full. Rather than paying for the acquisition of an asset by a 
landlord or individual homeowner, the amortization component of the rental 
payment is directed towards the acquisition of social capital, which when paid 
for can be pooled with newer housing stock to reduce the rents on it. 


ASSISTED HOMEOWNERSHIP 


It is these combined effects of controlled housing costs and long term acquisi- 
tion of social capital which lead us to propose a substantial non-profit rental 
program rather than an assisted homeownership program. Homeownership is 
inherently inflationary (in the absence of meaningful capital gains taxes). 
Each owner treats his purchase as an investment and looks forward to a 
substantial capital gain over time. That gain results from the process of 
urbanization and increased production costs. It is a gain on the capital cost of 
the unit rather than the owner’s investment, which may be minimal. It is a 
gain which does not accrue to those who can afford only to rent, although 
they frequently pay an equivalent amount for their shelter. 

At a time when the growing trend is toward the production of multiple 
rental accommodation, the federal government is about to sponsor, after 
years of opposition, a program of assisted homeownership for low income 
households. Such sponsorship flies in the face of changing life styles, increased 
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mobility, opposition to expressways and urban sprawl, and the efforts to 
lessen the gap between the status and tenurial rights of owners and tenants. 

We therefore recommend that assisted homeownership programs. 
involving new production be limited to rural areas and small towns, where 
rental forms of tenure may be unacceptable and housing price inflation is 
less of a problem. 


MUNICIPAL PLANNING 


Some changes in municipal planning will be required to ensure the success 
of such a strategy. Most suburban municipalities have, at present, almost 
completely zoned out medium density family development. They are concerned, 
as noted above, with the municipal expenditures required for a family house- 
hold as compared with the revenues generated by the property tax. This leads 
to zoning provisions requiring single family dwellings, larger lots and larger 
units to increase the property tax base and therefore revenues. 

Municipalities must be persuaded to assume more direct respon- 
sibility for the type, quality and cost of housing produced. A prerequisite for 
such a role is the release of municipalities from the financial squeeze in which 
they find themselves, so that they can move from tax planning to community 
planning. That requires either (1) assumption of responsibility for part of 
present municipal expenditures by the senior levels; or (2) provision of in- 
creased revenue sources to municipalities, probably by giving them a share of 
income taxes; or (3) conditional grants which would cover the taxes forgone 
by the reduction of minimum requirements that lead to inflated costs. 

If more than lip service is to be paid to the development of local 
capabilities, it seems clear that increasing municipal revenue sources uncon- 
ditionally is the preferred choice. . 


LAND POLICY 


A key problem will be assuring an adequate supply of suitable land for a 
social housing program. We noted above that most of the land in the im- 
mediate path of development is held by speculative builder developers and 
that the land provided under the existing programs has been marginal. 

To deal with that situation and with rapidly increasing land prices, a 
large scale land banking program is recommended. It would entail the acquisi- 
tion of a sufficient supply of land to meet all urban residential requirements 
for a ten year period, although the land would be marketed over a longer 
period of time (at least twenty years). The public land banks would market 
from one quarter to one half of the land required in any given year and thereby 
set the pricing pattern. They would be in a position in any given year to flood 
the market and depress prices. 

Land acquisition would occur both in the centre city and in developing 
suburbs, although most of the land would be suburban. Use could be made of 
existing governmental holdings. 

The program would be combined with changes in the tax system, 
removing hidden subsidies for land development and imposing heavier taxes 


21 


on land development profits and thereby reducing speculative pressures and 
returning to the public domain profits resulting solely from the process of 
urbanization. 

The land banks would also provide the sites needed for social housing 
projects. Large scale public planning of new neighbourhoods, integrating 
housing for various income levels and other mixed uses would be facilitated. 
Municipalities would have to plan for future housing needs, rather than 
merely react to developer proposals. 


SOCIAL HOUSING DEVELOPERS 


The housing would be developed and operated by cooperatives, non-profit 
institutions, service clubs, community groups, municipalities (and provinces 
where the municipalities were unwilling or unable to act). The entrepreneurial 
program, which has demonstrated little concern with user needs and does not 
permit the long term acquisition of social capital, would be phased out. 


COOPERATIVE AND NON-PROFIT HOUSING 


Recommendations for the development of a substantial cooperative housing 
program, both middle income and low rental, were first made by the Curtis 
Committee in 1944. It noted:13 


Because of the nature of the undertaking, the period of previous 
education and preparation, and the environment of the project once it 
is established, there is a strengthening of the ideals of neighbourliness, 
self help and mutual aid. In individualistic house-building, the social 
value of community effort is neglected if not actually discouraged. 


It went on to recommend the enactment of special sections dealing with 
middle and low income cooperatives, financial assistance in the development 
of cooperative organizations, and public funding where funds are not available 
from credit unions and societies. 

In 1965 the Advisory Group of CMHC made similar recommenda- 
tions!4 with respect to non-profit housing companies and housing agencies for 
low income housing. It proposed 100 per cent loans to non-profit corporations, 
grants in aid of public and private housing agencies concerned with initiating, 
coordinating and supporting programs of housing for low income people, to 
alleviate the considerable difficulties involved in organization and financing 
and embarking on the responsibilities of management. It suggested that the 
Corporation both help develop effective agencies in each community to offer 
expertise to low income groups and itself directly provide services of consulta- 
tion and technical aid. We repeat those recommendations. CMHC should: 


(1) Make 100 per cent loans to cooperative and other non-profit institutions 
and groups; 


(2) Provide seed money for organization and development; 


13 Advisory Committee on Reconstruction, Volume IV, op. cit., p. 269. 
14 Report to the President, November 12, 1965. 
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(3) Provide technical expertise directly, through the establishment of 
independent advisory bodies, and by funding groups to directly hire 
the necessary expertise. 
(The Corporation does presently provide funds for activities falling 
under items (2) and (3). The scope must be expanded greatly.) 


(4) Adopt internal procedures which make it far more accessible and 
receptive to those groups. It must cultivate them in the same way as 
producers. A full flow of information on policies and programs must 
be established. 


(5) If the shelter allowance proposal is not adopted, make subsidies avail- 
able for non-governmental non-profit housing and require a broad 
income mix. 


To the extent that these non-profit groups can not supply a sufficient 
number of units, we recommend that the function be undertaken, whenever 
possible, at the municipal level. It has been national policy since 1938 to 
allocate responsibility to that level of government which is closest to the 
people affected, is in the best position to understand the needs and to plan for 
and observe the implications of the decisions which are taken. We recommend 
that the housing function be undertaken directly by the municipalities, rather 
than by the creation of municipally-sponsored non-profit corporations, in 
recognition of the essentially political nature of the decisions involved. 

If municipalities assume responsibility for the housing of the lower 
three-fifths of the income band, they may change their perspective on disputes 
between area residents and private redevelopers seeking to clear existing 
lower cost areas and redevelop them for luxury use. 


HOUSING QUALITY 


Hopefully, if social housing is no longer aimed at the poor, its environmental 
quality can be improved. Attempts to build housing which is “‘just good 
enough for the poor’ will be abandoned. Pressure from the middle income 
group will result in better locations, improved design and more responsive 
management. 

Housing policy must, however, move beyond reacting to such pressures. 
A National Housing Inventory must be developed, covering the cost, con- 
dition, form, etc. of existing low and moderate cost housing. Comprehensive 
reviews and evaluations of existing low income housing projects, both those 
built under the NHA and others must be undertaken, so that those planning 
new projects can consider the successes and failures of existing ones, and not 
have to reinvent the wheel. 

We recommend the development and adoption of a National Environ- 
mental Code on Good Housing to which projects directly financed by CMHC 
must conform and which provinces might be persuaded to adopt. The Code 
would be developed from a functional analysis of user requirements and be 
correlated to performance criteria for dwellings and residential environments. 
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It would deal with subjects not covered or poorly covered by the National 
Building Code: standards for dwelling amenities in housing; standards for the 
grouping of dwellings in residential areas; guidelines for the homebuilding 
industry relating the above standards to homebuilding processes. 


HOUSING INNOVATION 


As well as developing new criteria for project approvals, the federal govern- 
ment must take the lead in developing new housing forms and ways of im- 
proving the built environment. We Suggest that the federal government build 
innovation into its programs. This should not be done by way of massive, 
special programs like the 1970 $200 Million program or the recently publicized 
$40 Million demonstration project in Longueuil. Rather, it should aim at a 
large mix of small projects with modest, clearly defined aims. Advance notice 
and ample opportunity must be given to provinces and municipalities to 
enable them to prepare and adapt their own requirements. Equal stress should 
be placed on process as product, both governmental planning and approval 
processes and the organization of the building industry. Preference should be 
given to non-profit groups, municipalities, smaller builders, subcontractors, 
etc. Reliance should not be placed on large builders who have demonstrated 
their reflex response to calls for innovation. 

The Corporation must be prepared to waive some of its own operating 
requirements and standards. It set aside $100 Million for innovative projects 
this year and was able to disburse only $11 Million. In part, failure to relax 
standard procedures accounts for the limited success. It can also be explained 
by the difficulty faced by the groups suggested above in attempting to innovate 
without the necessary resources and expertise to organize and prepare plans. 

A broadly based, small scale, user-oriented program, harnessing existing 
know-how and expertise, entails far less risk than grandiose Operation Break- 
throughs and Demonstration Projects. 


GOVERNMENT ROLES 


Whether programs of deep unit subsidies or of full recovery housing coupled 
with shelter allowances are adopted, we see the role of the federal government 
as primarily one of planning, program development, research, experimentation, 
coordination. Our review of a number of programs makes it clear that their 
major defects (both at the federal and provincial levels) stem from a lack of 
Clearly stated goals and a failure to monitor implementation to determine the 
degree to which stated goals have been achieved. 

Rather than continue the present system of project planning by one 
level of government and approval by another, we recommend that the 
federal government enter into block lending agreements, similar to those 
made with Quebec, allowing the provinces to lend money for social housing 
Purposes without individual project approval by the federal agency. Little is 
given away under the proposal as federal leverage under the existing funding 
arrangements is minimal. 
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It would be a condition of the agreement that the province submit a 
plan for social housing within its jurisdiction, that the plan conform to broad 
national housing goals, and that before the next agreement was signed for 
block lending the provincial government would table in its legislature an 
evaluation of the housing program and its success in meeting its goals. 

The federal government would commit funds for a five year period, 
conditional on the province meeting its own objectives. If periodic reviews 
showed that it was not meeting them, funding would be frozen at previous 
levels (although not cut off) and the federal government could run a com- 
peting lending program. Those provinces which did not want responsibility 
for the lending program could continue to avail themselves of CMHC’s 
services. The provinces would, however, still be expected to develop housing 
goals, to which CMHC lending in the province would adhere. 

They would not be afforded the luxury of the present partnership 
arrangement, where CMHC develops projects for them which they are free to 
veto. That arrangement would be abandoned. 

Block lending would be conditional on the provinces being in a position 
to offer the same level of services to the public as CMHC offers. Provinces 
might choose to accept block lending for some programs and not others. All 
direct federal lending in the province would have to meet both the national 
housing goals and the stated provincial objectives. 

The federal government should encourage the provinces to learn the 
lessons of its experience and to avoid the pitfalls of a highly centralized, passive 
approving authority position. Government owned social housing should be 
built by municipalities. Provinces should be encouraged to make similar block 
loans to the larger, more sophisticated municipalities which are capable of 
planning and implementing their own programs. We recommend, as an 
added incentive to such decentralization, that loans for housing to be built 
by the provinces cover two-thirds of the capital cost of a project and that loans 
for projects to be built by municipalities cover the entire cost. 

The federal government will have maximum leverage in adopting 
national housing goals and entering into block lending agreements to achieve 
those goals if the program does not involve the sharing of subsidy costs. Such 
sharing per se entitles each party to an equal voice and leads to the veto 
positions mentioned above. 

If a shelter allowance were adopted, then there would be no question of 
cost-sharing (only one of loan-value ratios). In that case we recommend that 
the federal government bear the entire cost of the shelter allowance program, 
on the basis that it has the most progressive tax base for income redistribution 
purposes and that the program has strong aspects of regional equalization for 
which the national tax base is again most suited. 

If unit subsidies are continued, we would again recommend that the 
federal government bear the entire cost, for the same reasons. 

If that is found to be unacceptable for either income supplements or 
unit subsidies, then we recommend that an equalization formula be built into 
the cost-sharing arrangements. When that was first proposed in the middle 
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1960’s, the suggestion was rejected on the basis that the matter was best dealt 
with within the framework of general equalization agreements, not specific 
programs. However, we have seen some dissatisfaction at the recent federal- 
provincial meeting with the workings of general equalization formulae, and a 
feeling that progress resulting from such transfers Cannot be measured and 
may not exist. 

We therefore suggest that general equalization be frozen at existing 
levels and that any increases be built into specific programs. If both the federal 
and provincial governments establish clear, complementary goals, then the 
usefulness of the transfers can be weighed when the programs are evaluated. 


PARTICIPATION 


Participation by consumers, particularly low income consumers, is specifically 
political. Politics — political decisions determine the distribution of resources 
in society, the distribution of power. To the extent that participation by low 
income consumers may lead to redistribution demands, it is political, but no 
more so than the participation of high income consumers or producers who 
may demand a different redistribution or Support the present distribution of 
resources and power. Refusal to fund low income groups or seek their active 
participation on the grounds that the groups and their goals are “‘political’’ 
is patently unacceptable, particularly in the present system that simultaneously 
maintains and encourages the participation of other groups equally concerned 
with “‘political’’ ends. 

Largely for analytical purposes, participation may be broken down into 
two major categories: policy-oriented and direct action. Although there is 
nothing to prevent a given group from participating in both respects, there is 
a tendency for groups to focus on one or the other. Although both require 
similar changes from the administrative structures, it is useful to distinguish 
the two to avoid submerging the potentially more thorny policy participation 
in the rush to promote direct action. 

Policy participation is, as the name implies, participation in the tradi- 
tionally political field. It is the area — opponents of participation will sug- 
gest — that is reserved for the public sector, the elected and appointed officials 
charged with securing the public good. Within this context, community groups 
and their members (low income or otherwise) can vote, organize election 
campaigns, stand for office, make briefs and deputations, lobby, appeal 
decisions, etc. And increased activity in this regard is something to be en- 
couraged. 

To limit the policy participation to group-initiated, external contact 
discriminates in favour of the policy participation of producers. The expert, 
commercial interests —the producers —are well-represented on a wide 
variety of policy making and advisory bodies; consumers are systematically 
excluded. The resulting elitist, closed-system pattern of policy making must be 
broken and the demands for policy participation by low income consumers 
recognized as a legitimate counter balance to the policy participation of 
producers. 
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Participation by direct action means assuming part or all of the roles 
played by both the public housing agencies and the commercial producers. 
Direct action means participating in the delivery of the service. : 

Direct action takes a variety of forms, depending upon the nature of the 
group, its housing circumstance, and the kind or extent of resources available 
to the group. Thus to a public housing tenants’ association, direct action may 
mean tenant management, to a neighbourhood group it may mean planning 
and overseeing a major rehabilitation project, to a service club it may mean 
providing senior citizen housing, to a labour union it may mean a cooperative 
housing venture. 

The particular form of participation should be left to the particular 
group. What must be recognized, however, is that the vast majority of housing 
programs have been tailored for delivery by either the public sector or the 
commercial sector. The different needs, priorities, and possibilities for action 
of the private non-profit sector may well require a full re-thinking of programs 
and their requirements. Not to do so would again be to place a de facto 
ceiling — and with present requirements it would be a low one — on direct 
action participation. 


HOUSING, POLITICS, AND GOALS 


In closing, we note that the source of Canada’s weak low income housing 
policy over the last two decades has been the lack of political leadership. At 
both the federal and provincial levels, autonomous crown corporations were 
created and left to their own devices. No attempts have been made to define 
national or provincial housing goals. Worse yet, repeated pressure by CMHC 
for an expanded social housing program, over a ten year period from 1956 
to 1966 was resisted by the federal cabinet and its senior policy advisers. 
During that period the Corporation advocated an increase in the volume of 
low income housing produced, increasing the share of subsidies borne by the 
federal government, the establishment of a substantial non-profit housing 
sector, devolution of authority to provinces and municipalities and a number 
of other recommendations repeated in this report. 

Faced with continuous opposition, it appears to have abandoned its 
initiative position. This has occurred at a time when there has been a substantial 
increase in low income housing produced. Faced with both quantitative and 
qualitative changes in the nature of the problems confronting them, neither 
the federal nor provincial governments have put themselves in a position to 
do strong, strategic, anticipatory planning. 

To reach such a position the fiction must be rejected that housing 
decisions centre on what are essentially technical, banking issues. The issues 
of who gets what, where, when and how are political. We recommend that at 
both the federal and provincial levels social housing should be a departmental 
responsibility. (That recommendation was made by the Glassco Commission 
in 1963, the Ontario Association of Housing Authorities in 1964, the Hellyer 
Task Force in 1969.) Greater political involvement than a periodic check 
into the affairs of a crown corporation is required. 
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The crucial political task is the definition of the goals of a national 
housing policy and the monitoring of the economic and social systems and 
evaluation of programs to ensure that those are met. 

As an initial statement of housing goals, we propose: 


(1) Providing equal access to decent housing for all Canadians: 
(2) Controlling housing price inflation: 

(3) Improving the environmental quality of all housing; 

(4) Conserving and upgrading the existing stock; 


(5) Maximizing the dignity and freedom of choice of the individual 
housing user; and 


(6) Creating a decision-making process that is both open to user input 
and whose locus of authority is as close to the user as possible. 
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Chapter 2 


The Housing Problem: 
National Housing Requirements 
and Low Income Housing Need 


Until 1968, the Canadian government had no announced housing goal. 
That year, for the first time, an objective was stated publicly: the production of 
one million units in the next five years. 

Production goals are adopted on the assumption that all Canadians will 
be decently housed if a sufficient number of units are produced that there is one 
adequate dwelling for every Canadian family. The size, type, location, price 
range etc. of the new units is not particularly important. The market will deter- 
mine those issues. As long as enough new housing is produced for those who 
can afford it, they will move out of existing satisfactory dwellings, making them 
available to those with lower incomes. A chain of such moves will take place, 
resulting in the availability of cheaper, decent units for low income households. 

That theory has not worked. Perhaps as many as one third of all Cana- 
dian households are badly housed, in the sense of living in housing in need of 
substantial repairs, in neighbourhoods with inadequate community services, in 
overcrowded dwellings, in housing which is too expensive for their means, in 
rental projects where they have inadequate control over their own living en- 
vironments. 

There is no doubt that enough housing must be produced that there is 
enough adequate housing for all Canadians. But there is more to that process 
than producing new units for the upper income group and letting the market 
distribute the rest. This chapter examines national housing requirements in 
terms of total production required to move towards the goal of an adequate 
unit for each household and then considers the problem of housing adequacy 
from the perspective of the low income group. 


National Housing Requirements 


On the basis of DBS Population projections, CMHC staff have estimated 
that in 1981 the population of Canada will consist of approximately 25.6 million 
people forming 8.2 million households. That constitutes an increase over esti- 
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mated 1971 figures of approximately 4 million people and 2.1 million house- 
holds. Allowing for vacancies and the need to replace deteriorated or demolished 
housing, they estimate that about 2.5 million new units will have to be produced 

over the next decade. | 


Table 1 
HOUSING REQUIREMENTS — 1971 TO 1981 
Estimates 

Item 1971-1976 1976-1981 
Br a ee 
Marriages: cv) era eccaids ne Sac en ke ee neemew nus op emrg =a ZIG pee Vis 
Net Migration of Families.............-0eeeseeeeeeeeeeeeee 16.5 16.5 
Deaths of Married Persons). 2c egies se aloe se ce ee or a Bes 80.7 89.3 
T)IVOECES ce is bes lle ois & He Saale Oa Ba ees Bigot PeyOR sSta ee ene ae B76 22.6 

Net Family Formation. 25.6 .s:<smse semee4s eee ee ama 134.9 154.8 
Undoubling 45.04... casts fils famous wants = ts otal eat ioe) 6.0 
Net Non-family Household Formation..............++-2+0++: 56.0 60.1 

iNet Household) Formation, occ .2eaee a hon em oa ee saree 198.4 220.9 
Net Replacement Demand........0.0ccscencc cece eee e scenes Ze 26.9 
NM ACAACIOS ccc picitn dese kate Ete beta FU eae we asa. ree rere ~ 10.0 10.0 

Total Housing Requirements) 2 6.8 sen cect cee sae = PPPs N 256.9 


Tables 2 and 3 show a breakdown of projected population by province/ 
region and by age group. More than half the increase is expected to take place 
in Ontario, and about one-fifth each in British Columbia and Quebec. A tre- 
mendous increase is expected in persons aged 25 to 39, which presages an 
increase in the number of family formations and in the amount of new family 
housing required. There will also be considerable increases in the number of 
persons aged 55 to 64 and over 65. That is the group with perhaps the most 
serious housing problem. 


Table 2 
POPULATION OF CANADA BY AGE GROUP — 1951 TO 1986 
(000’s) 
ACTUAL 
Age 1951 1956 1961 1966 
Qala eee eat se lew. eee ok 4,250.7 PPG) 6,191.9 6,591.8 
ESSAI ret mere tat Sc i cae tetas 2,146.6 2,291.4 Daollome 3,299.0 
Da SA Arak lata eters Dan ciae rinks 2 173n9 2,414.4 2,481.1 2,483 .4 
Bee ee ae a eet en ee ee 1,867.7 2,139.8 2,389.8 2.94544 
7A ays AR a OE ee eee 1,406.4 1,611.9 1,878.5 ZO7Ss2 
SDsO4 ee see es See 1,076.9 1,154.1 1,289 .4 1,479.7 
Gs Wee net RLS Sarees 1,086.3 1,243.9 1,391.2 1.53935 
POCA eee kn. ee 14,009 .5 16,080.8 18,238 .2 20,014.9 
SERIES B 
Age 1971 1976 1981 1986 
Qala LRTI. et een Oe ane, 6,433.1 6,330.7 6,647 :4 7.62025 
[ae Aeeebteny aea tee one reo 4,041.8 4,554.8 4,720.6 4,288.1 
DASE (Oa 2h a Saas ana ee Pk Serre 2.915" 3 SOl Bu 4,379.5 4,916.4 
Spey Ve ee eri ite eerie aes 2,574.3 Pe PS 31038226 3,802.3 
1. ete MLS A es ee OR DARN ERS: DS OStE, 2 Soiled: 2:563.0) 
=O ey 5a Sees Ses. a eae IPA oil 192 3D 2,147.4 2,328.6 
OD ee ee ee oe ee LIO7R6 1,916.7 2,188.8 2,454.3 
otalenet ae Asn ee pales ed! 23,544.6 25,648 .0 27,974.7 


NotE: Series B assumes medium fertility and net immigration of 100,000 persons per year. 
Source: J. Kirkland, Demographic Analyses of Household Formation for Canada and the 
Provinces 1956 to 1986 (Ottawa: CMHC, 1971), p. 9. 
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Table 3 


PROJECTED* POPULATION OF CANADA BY PROVINCE/REGION 
— 1966 - 1986 (000’s) 


Province/Region 1966 1971* 1976* 1981* 1986* 
ME WEOUMCIATIO co Mines wens ctw Sinica 493 521 538 558 580 
erince Edward Island: .....;..<... 109 110 111 a2 114 
IOVS PUGH 055. Fay dora nthdon ah ois 756 765 762 761 760 
PSOWETUNS WICK 408 ein ye oe ek 617 623 615 609 604 
Fs Oo I | ne ne 1,975 2,019 2,026 2,040 2,058 
GUIS ok 2 St Ca ga ie Las a RGEC eo ae 5,781 6,073 6,401 6,773 wel ta 
cla MoS a ee acai OO ge 6,961 7,813 8,781 9,885 11,110 
Dra R Od ay ee fi needa, set tas oldie 963 983 996 1,014 1,035 
BeeMatCneWaAll.y 4 sas cs che kak 955 938 918 902 884 
aha? ilar eae i Og a 1,463 1,628 1,782 1,959 2,155 
RC AMIG RE nce & Sli uihetes Skid ae dn 3,381 3,549 3,696 3,875 4,074 
BRITISH COLUMBIA... ..s eae. 1,874 2,206 2,580 3,002 3,470 
NINE NR Ge 20,015 oh Iti 23,545 25,648 27,975 


Source: 1966 — Census of Canada. 

*Projected — Based upon Series B. DBS, 1970. 
Source: Kirkland, op.cit., p. 14. 

On the basis of studies done by the Economic Council of Canada, all 
of that projected increase will take place in metropolitan centres and in centres 
of from 50,000 to 100,000 which reach the designated size of metropolitan 
centres (100,000 persons) by 1981. The Economic Council’s projections seem 
to indicate a shift of in excess of 4.4 million persons from rural areas and 
smaller centres to metropolitan centres. A study done for the Minister of Hous- 
ing and Urban Affairs, The Urban Future, indicates that 70 per cent of that 
population growth will take place in the present 19 metropolitan centres. 


Table 4 


TOTAL POPULATION, CENSUS METROPOLITAN AREAS 
PROJECTED: TO 1981 


Actual (000’s) Projected 

1961 1966 1971 1976 1981 

GO GORE Aas lemme eae Ae eae 279 331 363 398 437 
C2 EEIRODLOMN Gg tesiicntas ae «nieces 338 401 444 487 536 
COU EAaITAXY Bes iis Ok ae een a, 4 184 198 Diz 231 255 
(AY ETI AITO R MN ea) od cvew ta vac as 395 449 500 559 626 
PO ILCMCTIOR: gets ciate hye cies wie 155 192 224 NG 293 
CO) GNC Ol ete wtin gs & oe eae oe 181 207 230 253 279 
A) ONLOnE CALE. breds oe wt on ais DAG 2,437 2,746 3,126 3,126 
ee) OLE WA acts thes as cinta ss erty oto ess als 430 495 548 610 680 
CUE RSC NAR ROM ue ce aoc a 358 413 460 509 562 
ATOVREgING «aes cee eet tone £12 Wee 143 155 169 
OLD eel a ('e) ov ahycek 6 = Moab em ie = ala 92 101 105 109 113 
Gi) saint: Jonni wre ne eee ee wis ve 96 101 106 114 123 
CLS) SASKATOON. fee sre eee ee 96 116 129 145 159 
SEAN SMO DUEY «te. ee a Saini es os 111 117 123 132 144 
Ay OLONIO pe. ch ae Weta 1,825 2,158 2,478 2,863 3,309 
DOVEVANCOUVED, veo. Whee. oes hs 790 892 990 1,102 1229 
Me VICLOLIO. gy. Oy Ses ce oe sare 154 173 196 219 244 
MOIS INASOl res +. We ct oe a. oko ae 193 212 231 253 280 
RI TOWVIOMUIPCE ois Fe chon Oe ia htsra 3 477 509 536 574 620 
MPOR ALE tence ent Oke te at 8,377 9,643 10,764 12,096 13,626 


Source: Goracz, Lithwick and Stone, The Urban Future (Ottawa: CMHC, 1971), p. 60. 
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Table 6 demonstrates the increasing share of the population which has 
gone into cities from 100,000 to 500,000 and from 50,000 to 100,000. It also 
calls attention to the steady proportion held by cities of from 1,000 to 25,000 in 
size. Growth rates in those centres have fallen off considerably, although fed by 
people leaving the farms, they continue to grow slightly in size. 


Table 6 
GROWTH PATTERNS OF INCORPORATED COMMUNITIES 
Increase Increase 
No. of — yr-yr Vogel § No. of — yr-yr 7 OL 

Size Centres eg.51-56 Pop. Size Centres eg.51-56 Pop. 
Over 500,000 Over 25,000 <a Ee 

1951 2 a 195] 43 one 

1956 2 P) 1B ee 1956 50 15 ko ae 

1961 2 5 rORZ 1961 70 2S 36.8 

1966 2, l 9.4 1966 83 19 40.0 
100,000-500,000 1,000-25,000 

1951 8 ipsz 1951 691 20.4 

1956 9 21 Ei 28 1956 784 22 pA ie 

1961 10 ne i235 1961 852 12 24.5 

1966 Wes 29 14.7 1966 878 6 20.8 
50,000-100,000 Under 1,000 

1951 9 4.2 1951 1,049 zo 

1956 | 3 31 4.8 1956 1,039 3 Ze 

1961 17 47 6.2 1961 1,039 —] 2.4 

1966 26 53 Ss 1966 1,057 yi Dee 
25,000- 50,000 

1951 24 a 

1956 27 16 5.6 

1961 4] 54 7.9 

1966 43 4 ee? 


Source: Canada Year Book 1971, p. 223. 


That distribution of population has affected the location of all new 
housing starts. The proportion of all housing starts located in metropolitan 
centres has climbed from 57 per cent in the period from 1955 to 1959, to 62 
per cent in the period from 1960 to 1964, to 68 per cent in the period from 
1965 to 1970. It would appear, taking into account past production patterns 
and projected population increase, that by 1981, 75 to 80 per cent of all new 
housing will be built in metropolitan areas. 


Table 7 


METROPOLITAN STARTS AS A PROPORTION 
OF ALL CANADIAN STARTS — 1955 - 1970 (%) 


Ibe Sao Te ee ne es a7 LOCA a eet 66 
POSG o eratya oe ages 56 O64 erature wis 66 
LOST ee cee 54 LOG Sind enter: 67 
8 ONS opaesrsctys enti exw ers 60 le Seren Tmeere 67 
|e) ay ene eee 58 LOGY ae crac eas ees 68 
LOGO) ose alent e. 54 LOOSE oa sebrtene 7\ 
LOG Lees Bee FA te 57 LOGOS Bec eeliine 69 
[OOD ere Vo sniar e, 66 ETO Aire sac. Seas 66 


SourcE: CMHC, Statistical Handbook, unpublished, Series A. 
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Most of the increase in population will take place in the suburbs and on 
the fringes of the metropolitan centres, as has occurred in the past decade. 
Table 8 indicates that trend. 


Table 8 


POPULATION INCREASED BY PER CENT FOR METROPOLITAN 
AND URBAN AREAS — 1961 - 1971 BY CENTRE CITY VS. SUBURBS 


Per cent Change 1961-1971 


Centre Suburbs 
TERIMOntT Calle tepas cts eee eis hs eee sea pee erect nes 0 67 
Be UC OCC ils cds Gcahe Aid wt a dgoreis Serre eine naa 6 58 
See EL ATMO ils erste oe pc okie cae, Ge scant aioe aba : Wy 55 
A WUTC CIIC Ee tae raps okey pe ook ees ON oad OTOL ES 47 43 
SF Ottawa-ELUll.a ee nab oh errors ecrinke Sarena 2, 14 
Cie SWCD UY Re Wars leet ai Pls ee Pika e ape eee eer 12 109 
al OLONTOMe Aen: ee ee Ae eee i oo coe ee 4 66 
Sh) MOTION Se): ais wot Abe ceniae & butane Oran ene ea ree ai 438 
OS OWT USOT: Spe stdin ae eevee LE ee aan RA eR eta > 13 223 
BAST CNM ATID 0 2s, Ge coaucieeentess crcl ears eee te ah he eee are —9 38 
Peed OUU Tins yale A tecaee a Sed Sarat Sas ome eee oe eee 35 270 
BOP NAOT ALS, chy te, a. bed va Galva dias ay aaa vcr rea eens —89 34 
Poe MaAnCOUVER. . Wit A cB aden oh Sou eee 10 60 


SouRCcE: CMHC, Policy Planning Division. 

(Not adjusted for intercensal changes in metropolitan boundaries.) 

The U.S. National Commission on Urban Problems (Douglas Commis- 
sion) has estimated that in that country, by 1985, 89 per cent of all metropolitan 
population growth will be in the suburbs. Some small Canadian metropolitan 
centres continue to grow in size, but in most of the larger ones, less than 10 per 
cent of population increases occurred in centre cities over the last decade. 
(Table 8 has not been adjusted to reflect intercensal changes in metropolitan 
boundaries. However, as the boundaries of most centre cities have not changed, 
and alterations consist mostly of annexation of fringe areas, the Table gives an 
indication of the very slow growth in centre cities and the much more rapid 
growth in the suburbs.) 

Similarly, the great majority of new metropolitan housing will be built 
in the suburbs. That was the pattern of the last decade. For the 16 metropolitan 
centres in which centre city-suburb breakdowns are possible, 62 per cent of all 
new housing was built in the suburbs from 1961 to 1971. That percentage is 
understated, as in several cities, like Edmonton and Halifax, annexations have 
extended the centre city to include what in other areas would be suburban 
municipalities. In the large cities, the percentage was even higher, 68 per cent 
in Montreal, and 84 per cent in Toronto. By 1971, only 10 per cent of Toronto 
starts, 16 per cent of Montreal starts and 21 per cent of Vancouver starts were 
in centre cities. With increased demand for low density family housing, and with 
vacant centre city land virtually non-existent the trend to suburban housing will 
continue to increase. 

During the 1960's, approximately 1,000,000 units were built in Can- 
ada’s metropolitan areas. Less than two-thirds of those dwellings, about 650,000 
in all, were built in the suburbs. In the next decade, about 1.8 million units will 
be built in centres with more than 100,000 people. With a likely continuation 
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of the growth in the proportion built outside the centre cities, with vacant centre 
city land filled up, and with a growing need for family units, at least three- 
quarters will be suburban. That is, more than twice as many units will be built 
in the suburbs of metro centres in the 1970's as were erected there in the 60’s. 

These trends also have great significance for the form of housing which 
will be produced. In 1966, 63 per cent of all Canadian dwellings and 54 per 
cent of all metropolitan units were owner-occupied, predominantly single 
family dwellings. In the last decade, under the pressure of rising costs (par- 
ticularly land costs and interest rates), demand for non-family units and munic- 
ipal planning practices, there has been a shift from single family units to 
apartments in metropolitan centres. Table 10 demonstrates that trend over time. 
In the last five year, 69 per cent of units produced in metropolitan areas were in 
apartment or row form, while 84 per cent of all units produced in centres of 
10,000 or less were single family in form. 


Table 10 


PROPORTION OF ALL UNITS IN APARTMENT AND ROW OR 
SINGLE FAMILY FORM IN METROPOLITAN CENTRES AND 
CENTRES OF 10,000 OR LESS — 1962 - 1970 


Metropolitan Centres Centres Under 10,000 
Apartment Single Apartment Single 
or Row or Row 

Ws wa Ve VE 

UO G2 et hace cise 46.4 53.6 4.8 95.2 
VOOSh a oe a orale « SOLO 44.0 8.4 91.6 
TIG4 AT ole sew 61.0 39.0 222 87.8 
TOGS reais naaes aan 6334 36.9 {E-6 88.4 
BORG ar oe ao 6 ss betes 5454 45 .6 10.9 89.1 
TOG ees ok ee 62.7 Bin 13... She 86.2 
SOG ert ds cals 70.5 2925 1333 86.7 
DOGO se ont dear tok s 70.4 29.6 18.0 82.0 
TOTO MS ak aes 70.5 29.5 19.8 80.2 


SourcE: CMHC, Statistical Handbook, unpublished, Series A. 


To summarize — over the next 10 years, we will need approximately 
2.5 million new units to accommodate 2.1 million new households. If present 
trends continue, 90 per cent of the increase in population will take place in 
Quebec, Ontario, and B.C. Almost all of the population increase will occur in 
cities of 100,000 in size or ones which during that decade reach that size, al- 
though population shifts will continue from rural areas to smaller centres and 
from smaller centres to cities of from 25,000 to 100,000. By the end of the 
decade more than 80 per cent of all new units will be produced in metropolitan 
centres. From one-third to two-fifths of all units will be required in Montreal, 
Toronto and Vancouver. Almost all of the population growth and new housing 
development will occur in suburban areas, although some non-family units will 
be built in centre cities. The great majority of units built will be apartments and 
row housing and will be tenant-occupied. 
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Low Income Housing Need 


The traditional measure of a nation’s housing need, at any point of time, 
is the number of new units which must be built to ensure that every household 
has decent, safe and sanitary accommodation. To arrive at that total, one adds 
the number of units which must be produced to replace existing substandard 
ones (usually defined as units “in need of major repair”), to allow doubled-up 
families to move into a dwelling of their own, and to provide an acceptable level 
of vacancy in the stock. Once enough standard quality units exist, a nation’s 
housing problems are solved. Table 1 contains CMHC’s estimate of housing 
requirements of 2.5 million new units over the decade, arrived at by the tradi- 
tional approach. 

That is the view of national housing need as seen from the top, by 
Canada’s housing planners. From the bottom the low income housing resident 
sees things differently. He needs housing which he can afford. He needs a warm 
house in winter, with a furnace that works regularly. He needs decent neigh- 
bourhood services and facilities like police, garbage collection, parks, which help 
make his home a decent place in which to live. And if he is a tenant, he needs 
security of tenure and protection from the exercise of arbitrary power by his 
landlord. Those needs are not peculiar to Ontario, Quebec and British Colum- 
bia. They are not peculiar to metropolitan centres, nor to the suburbs of those 
centres. Market directed housing production will result in almost all new hous- 
ing being produced there. Badly housed rural families will be able to find an 
adequate unit in Toronto. People with excessive shelter costs in small town New 
Brunswick can move to Montreal. Those are the ramifications, for low income 
households, of volume production goals. 

In this section, we attempt to outline the parameters of the problem 
from the perspective of low income householders. Low income is not defined 
here in terms of a poverty line, a subsistence level below which all households 
are poor. Rather, we focus on the bottom two quintiles, or fifths, of the income 
distribution. The most recent comprehensive data which are available, for 1967, 
would put the cut-off for the bottom 40 per cent of all families at $6,000 and 
of all unattached individuals at $2,000. The preliminary data available to us 
from 1969 DBS surveys put the cut-off point for the bottom 40 per cent of all 
households (both families and unattached individuals) at $6,000. For families 
alone, it would be about $7,000. 

The income distribution approach was chosen for a number of reasons. 
Problems of housing condition, price and tenurial form extend beyond the 
poverty lines usually adopted. In fact, the existing federal low income housing 
programs, public housing, entrepreneurial full recovery housing, and the special 
assisted homeownership programs, all serve households with incomes up to 
$6,000. In the near future, it appears that some of them will serve the third 
quintile as well. 

Secondly, dividing the income bands into fifths permits the comparison 
of housing condition and expenditure burdens of the different income groups, 
and thereby the determination of the relative degrees of access to decent housing 
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and the costs imposed in achieving that access. Thirdly, it allows us not only to 
make comparisons between groups at one precise moment but over periods of 
time as well. Use can be made of census data and sample surveys taken at dif- 
ferent periods, relating the observations to roughly the same group of house- 
holds. 

The focus is on relative degrees of access, not absolute poverty, because 
with limited though important expections, Canada 


_. does not have a poverty problem if poverty is taken to mean absolute 
real standards of living. Our problem is not absolute standards of living 
but relative standards of living. Our problem is not physical sufficiency 
but relative sufficiency. 

The relative nature of the problem can be seen from several perspec- 
tives. First, our official poverty lines exceed average real incomes in 
many, if not most, of the other countries around the world that we 
would all describe as rich. Second, whenever budget calculations are 
made as to the minimum budget that would be necessary for healthy 
physical survival, the sums are so small, and the manner of living is so 
different from the typical manner of living that physical sufficiency is 
quickly rejected as inadequate. 

To say that our domestic problems are relative and not absolute is not 
to make the problems any less acute. Most evidence indicates that our 
sense of satisfaction and deprivation comes more from our relative 
position in the distribution of living standards than it does from our 
absolute position. The only exception is when you have not yet reached 
physical sufficiency. 

In a similar manner, in housing the problem is not one of providing 
adequate protection against the elements, but distributing the different 
qualities of housing across the population. Is housing equitably dis- 
tributed or is it inequitably distributed? How do we judge? If inequi- 
tably distributed, what programs are necessary to equitably distribute 
it? These are the questions." 


WHO ARE LOW INCOME? 


The majority of households in the first two quintiles are small households 
headed by a person forty-five years of age or older. 86 per cent of those in the 
first quintile and 52 per cent of those in the second have two persons or less. 
69 per cent of those in the first quintile and 51 per cent of those in the second 
quintile are headed by persons over forty-four. 42 per cent of those in the first 
quintile and 21 per cent of those in the second quintile are headed by persons 
over sixty-five. The upper three quintiles are younger households, predominantly 
families with children. Only 25 per cent of all families with children are found 
in the first two quintiles of the income distribution. 

Upper income families are found predominantly in metropolitan centres. 
Low income families are spread far more evenly across different sized centres 
and farms. 


1 Lester C. Thurow, “Goals of a Housing Program,” in Papers Submitted to Sub- 
committee on Housing, House of Representatives, (Washington: GPO, 1971), 
p. 439. The author’s comments were directed to the American situation, but apply 
to Canada as well. 
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Chart 1 
DISTRIBUTION OF FAMILY UNITS 


BY QUINTILES, BY AGE OF HEAD — 1967 
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Chart 2 


DISTRIBUTION OF FAMILY UNITS BY 
QUINTILES, BY FAMILY SIZE — 1969 
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Chart 3 


DISTRIBUTION OF FAMILY UNITS BY 
QUINTILES, BY SIZE OF COMMUNITY — 1969 
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Housing Condition 


The official federal government position is that housing conditions have 
been improving constantly:° . 


There have been many impressive achievements in the past four years 
in the social aspects of the government’s housing program . . . There 
are fewer occupied dwellings lacking basic facilities, such as private 
bath and toilet. There are fewer dilapidated and obsolete occupied 
dwellings and there are fewer instances of congestion of living space 
in terms of persons per room. 


A review of housing in Canada, published by CMHC last year, sets out 
the following table and goes on to state:* 


Dwellings in Need Families Not Living 

of Major Repair in Own Household 
1945 594,000 : 382,000 
1951 458,000 321,000 
1961 255,000 236,000 
1970 118,000 120,000 


The accompanying table shows the progress that has been made in 
improving Canada’s housing conditions. The figures are indeed remark- 
able, indicating that we have been chipping away at the shortage and 
obsolesence at the rate of about 25,000 units a year. 


Reference is made to the fact that in 1951, 13.4 per cent of all units 
were in need of major repair and that by 1961 the percentage was down to 5.6 
per cent. 

These figures appear to indicate that the problem of substandard hous- 
ing is a rapidly diminishing one which, untouched by government policy or 
initiatives, will disappear over time. That position rests on-a definition of sub- 
standard housing as housing “in need of major repair” or lacking essential 
plumbing facilities. 

Data on repairs exist for only two census years, 1951 and 1961. They 
were gathered by census enumerators who were untrained observers, casual 
employees, many of them housewives. They completed the census form after 
seeing only the exterior and front door of a building. In the context of a lengthy 
interview, with a detailed questionnaire to fill out, they would spend a minute 
or two analyzing the condition of the building. 

They were instructed to define major repairs as involving at least one of 
the following major structural deficiencies: (1) sagging or crumbling foundation; 
(2) faulty roof or chimney; (3) rotting door sills or window frames; (4) interior 
badly in need of repair. 

Even experienced real estate appraisers, after exhaustive examinations 
of foundations, supports and electrical wiring, would be likely to disagree on 


2R. K. Andras, reported in the Toronto Daily Star, January 26, 1971. 
3 Bue in Canada, A Supplement to the 25th Annual Report of CMHC, 1971, 
pot. 
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such evaluations. How can inexperienced enumerators, looking in from the 
front door, be expected to make valid judgments? 

An assessment of the value of such housing standards measurement by 
the US Census Bureau pointed out:4 


Our best estimate is that if another group of enumerators had been 
sent back to rate the housing units of the United States, only about 
one-third of the units rated as dilapidated or deteriorating by either 
group of enumerators would have been rated the same by both groups 
of enumerators. There was evidence that about one-fourth of the units 
which could be classified as substandard from the findings of one group 
of enumerators would have been differently classified according to the 
findings of another group of enumerators. 


Similar findings were made in a survey carried out for the City of Mont- 
real in six low income census districts in 1962. The 1961 census had found 
7 per cent of the units in need of major repair, 30 per cent in need of minor 
repair and 63 per cent in good condition. The city survey, by way of contrast, 
found 16 per cent of the dwellings were “not habitable”, 48 per cent were 
“repairable” and only 30 per cent were “satisfactory”.® 

The US National Commission on Urban Problems has pointed out:® 


There are not even good, working definitions of a decent home and a 
suitable living environment, the supposed anchor points of our national 
housing goal, used in what statistics are being gathered... 

The only reasonable comprehensive data on housing conditions or 
quality are those of the Bureau of the Census. To say that the available 
data are inadequate is no adverse criticism of the Bureau which has 
worked hard and intelligently on housing. A nation wide, decennial 
census, however, cannot supply the complete range of facts needed 
to judge housing quality. The Bureau knows this perfectly well .. . 
The Commission warns against the common tendency to read into the 
census housing data more than is there. Visible conditions of building 
and plumbing facilities in combination are indeed, as the Census puts 
it, “one measure of housing quality”, but only one, and a crude one at 
that. Quite surely it is on the conservative side — that is, it results in 
a lower estimate of the volume of substandard housing than most 
reasonable persons would arrive at on the basis of careful local studies. 
This seems doubly likely for the housing in older, large, central cities 
and industrial suburbs of metropolitan areas. The census definition 
amounts to “a nearly weathertight box with pipes in it’, and this notion 
of quality, unfortunately, is hopelessly inadequate. 

In short, the hard job of estimating and projecting housing needs is 
made all but impossible by the ridiculously inadequate data now in 
hand. Nearly everyone concerned with the subject has known and said 
this since the first census of housing was published in 1940. . . Per- 
sonal guesses and far-fetched assumptions with little relation to the 
actual world around us clutter the housing and urban problems field . . . 


4 Cited in Fried, Housing Crisis USA (New York: Praeger Publishers, 1971), p. 186. 

5 Conseil des Oeuvres de Montréal, Opération: Rénovation Sociale (Montréal: 
C. des O., 1966), pp. 28-9. 

8 Report of the National Commission on Urban Problems to the Congress and to 
the President of the United States (Washington: GPO, 1968), pp. 68-9. 
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Sufficient doubt has been cast on the accuracy and usefulness of the 
census data that the US Bureau of the Census dropped it from its 1970 effort. 
DBS followed suit in 1971. We therefore, will not have 1971 figures on units 
in need of major repair. Despite that fact, federal officials confidently state that 
the amount of substandard housing is decreasing. 

A national housing inventory is required to determine the adequacy of 
the existing stock. We make some very rough estimates below, but agree with 
the Douglas Commission that:* 


Charting the housing course for urban (America) requires periodic, 
reasonably systematic housing inventories in at least all of the larger 
metropolitan areas of the country, and preferably in the smaller ones 
and in the independent cities as well. These need not all be full coverage 
jobs; sampling is possible and proper. They ought, however, to cover 
all of the items essential to a decent home and a suitable living environ- 
ment, and they should be carried out uniformly for comparability from 
one metropolitan area to another . . . The costs of such inventories 
would be small in proportion to the capital sums at stake and to their 
usefulness to housing entrepreneurs, officials, and to the concerned 
public. 


That recommendation has been made to CMHC in one of the back- 
ground papers done for this study. The reported response of a senior official was 
that inventories were not necessary and that census data were an adequate in- 
dication of the extent of the problem. 

The real policy issue has been obscured by the focus on dilapidated or 
obsolete buildings. The concern there is primarily with units which must be 
replaced in order to arrive at a total of new housing requirements. Concern 
should centre on how many housing units exist which do not provide decent, 
safe and sanitary accommodation in a suitable living environment. 

In order to measure the adequacy of a building in providing decent 
accommodation, regard should be had to its ability to provide the basic building 
services: the ability to constantly supply an adequate level of heat, light and 
ventilation, hot running water and plumbing facilities, and shelter from the ele- 
ments. Some rough indications of the magnitude of some of these problems exist. 


HEATING 


In 1961, 32.5 per cent of all households, some 1,482,000 in all, lacked central 
heating. By 1967 that figure was down to 22.7 per cent, and by 1970 to some 
19.7 per cent. That means that in 1970, approximately 1,115,000 units lacked 
central heating. 

Table 11 which follows shows the distribution of dwellings without 
central heating in 1961. One-fifth were urban units and one-fifth were rural 
units built before 1920, and one-third were urban and one-third rural units built 
before 1945. | 


7 [bid. 
8 Toronto Daily Star, March 14, 1972. 
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Table 11 
AGE OF DWELLINGS WITHOUT CENTRAL FURNACE — 1961 


Dwellings Without Furnace 


Number Distribution Incidence 

CY OE En I i oS fee Sa 1,482,272 100.0 32.5 

Urban (Over 1,000) 

Br Wemient to eee ise, ee ele ef 756,887 =f Fa Pe Oe 
== AS 10 foot REP! Oe ee apne oe ee ee 303,971 20.5 2300 
Set) al DAS Ph sit idlg 6 wi eahiee sc 222,799 15.0 26.9 
Bd BG A OND i vine mis Winkle e's dow aes 218,667 14.7 9.2 
eM ie 1 OGD re ty oO iy ice y 8 aw chs 11,450 0.8 143 

Rural (Under 1,000) 

PIL TOWNES ete voc ec PEERY cs eee. 725,385 48.9 56.9 
petserOre 10 us Bi. to, Bee Oe ty Bao k 295,559 19.9 61.0 
See fe OE BA Ses Fe Pepi vee Sh wo | 199,963 1335 62.6 
seat he Re be" Ss een ae een ee de 209,495 14.1 49.1 
ee SOOT i xn Vike, ae ean. seeks ee 20,368 1.4 46.2 

Source: DBS 93-529, Dwelling Characteristics by Type and Tenure (Ottawa: DBS, 1963), 

Table 82. 


Lack of central heating does not necessarily indicate inadequate heating 
service. Such units may be heated with space heaters, cook stoves, fire places 
and more recently, electric heating. There is, however, undoubtedly a substan- 
tial proportion of dwellings, particularly the older ones, in which heating sys- 
tems for cold Canadian winters are inadequate. Assuming that perhaps half 
those units which lack central furnaces are inadequately heated, and adding to 
that proportion those units which have central heating which does not function 
adequately, we would put the minimum number of units requiring heating 
installation or repairs at 500,000. Considering the number of older buildings 
in urban areas, which were not designed to be heated by cook stove or furnace, 
and may not be as substantially constructed as some of the rural ones, that 
estimate is conservative. 


PLUMBING FACILITIES 


In 1970, 5.5 per cent of all units lacked hot and cold running water, 4.9 per 
cent lacked a flush toilet and 8.1 per cent did not have bath or shower facilities 
installed. Table 12 which follows shows the development of this pattern over 
time. 

This means that there are roughly half a million units in the country 
which require plumbing installations. Most of these are rural. In 1961, 90 per 
cent of those lacking running water and toilets were located in rural areas. 
Similarly, the provincial data reproduced in the following Table demonstrate 
that it is the Maritime provinces and Saskatchewan in which the lack of plumb- 
ing facilities is most serious. These are the provinces which retain the highest 
proportion of rural households. 

To the 500,000 new plumbing units required primarily in rural areas, 
there must be added those units which do not function properly and do not 
provide satisfactory services continuously. 

Again, we can establish as an absolute minimum some half million units 
requiring plumbing work. 
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Table 12 


DWELLING STOCK WITH EXCLUSIVE OR 
SHARED USE OF PLUMBING FACILITY — 1951 - 1970 


Piped Water Source of Piped Toilet 
Supply Water Supply Facilities 
Com- Bath or 
Hotand Cold munity Shower 
Cold Water Water Flush Chemical Facilities 
Period Water Only System Other Toilet Toilet Other Installed 
1951 56.9 pes! ee hed 68.3 2.4 29.0 60.8 
1958 Loeo 11.6 66.9 18.2 79.8 | Re 1525 74.0 
1959 75.4 i es) 68. 1 18.8 82.0- 2.0 16.0 $OnS 
1960 78.9 10.6 TOES 16.0 84.9 1.4 1S 79.3 
1961 80.2 10.0 74.1 631 85.9 re 12.8 80.9 
1962 83.1 8.6 75.0 16.7 Sat jee) 11.0 83.4 
1963 84.9 : 7.6 TOR. 1627 88.5 1.4 101 84.3 
1964 86.1 ‘ek 76.4 16.9 89.5 133 SE 85.8 
1965 87.4 6.3 GEO! 1559 90.5 i eal 8.4 Sune 
1966 88.4 co | TIES 1G / 91.4 Ld ths) 88.5 
1967 89.8 ae 79.5 15,8 92.6 1.0 6.4 89.9 
1968 91.0 5.0 80.4 1356 93.5 0.9 30 pees 
1969 93.8 Doh 80.4 1621 94.1 Oe San 92.0 
1970 94.5 2.6 81.3 15.8 9521 O.7 4.2 91.9 
DWELLING STOCK WITH EXCLUSIVE OR 
SHARED USE OF PLUMBING FACILITY 
1970 
Nfld. 6730 16.5 47.6 3529 fie Bre) as ZOo2 64.1 
Pie gal 34.6 46.2 ea ‘gi 26.9 69.2 
INS: 84.7 805 52.9 40.2 86.2 at 1338 78.8 
N.B. 87.7 6.2 47.9 45.9 88.4 gs? P36 82.9 
Que. 95.7 3.9 S7a5 12.0) 98.9 ae fal OTD 
Ont. 97.6 V2 84.3 14.5 97.6 es 2.4 95.6 
Man. 90.6 (Be) 15.8 87.6 ae 1234 88.0 
Sask. 84.4 Zt 69.3 17.9 Sikes es [Se 81.7 
Alta. 92.6 1.6 80.0 14.3 91.0 ig 9.0 88.7 
B:C. 98.7 0.1 88.7 10.5 98,2 — 1.8 Dies 
Canada 94.5 2.6 Sis3 P38 yee | OFF 4.2 91.9 


SouRCE: Canadian Housing Statistics 1970, Table 122. 


LIGHTING, VENTILATION AND WIRING 


There are no national data which would give us any indication of the number 
of units requiring upgrading in these areas. For particular cities, reference might 
be had to cancellations of mortgage and property insurance, municipal inspec- 
tions, etc. 


STRUCTURAL REPAIRS 


The 1961 census showed some 255,000 units in need of major repair and some 
926,000 in need of minor repair. We noted that the definition of housing in 
need of major repair has been equated with dilapidated, obsolete and sub- 
standard housing. It has been used as an indication of housing which is so 
run down that it must be replaced or substantially rebuilt. However, if our 
concern is that the inhabitants of the units have the use of structurally sound, 


47 


safe, fully weathertight housing, then some measure short of total dilapidation 
is required. Again, in the absence of any better estimates, some one-half of all 
units requiring both major and minor repairs in 1961 is suggested as an estimate 
of the number of units needing structural rehabilitation in 1971. That would 
mean, once again, some half million units need structural repairs to meet the 
standard of decent, safe and sanitary accommodation. 

We are prepared to say that half the units which were found to require 
major or minor repairs in 1961 is an adequate measure of those units requiring 
substantial structural repairs in 1971, because we do not believe that the rate of 
improvement during the decade of the 50’s continued throughout the 1960’s. 
We have seen that the proportion of all units requiring major repairs fell from 
13.4 per cent to 5.6 per cent during that period. Admitting the inadequacies 
of the standards involved, it remains likely that there was a substantial measure 
of improvement. Part of that apparent improvement results from the addition 
during the decade of 1.1 million new units to a base of some 3.8 million units. 
As well, there was a substantial amount of work required to upgrade existing 
units occupied by middle income families. Very few repairs of that kind had 
been made during the Depression and the Second World War and the pent-up 
demand carried through the second half of the 1940’s and through the next 
decade. Improvements were facilitated by a program of insured bank loans for 
home improvements. That program has been of constantly decreasing impor- 
tance in the 1960’s as can be seen from Table 13. 


Table 13 


HOME IMPROVEMENT LOANS APPROVED UNDER THE 
NATIONAL HOUSING ACT, CANADA — 1955 - 1970 


Period Number of Loans Units $000 

BW) Lb) RES TP ee ee 154,749 167,209 164,713 
RO ee Maura pou aisdie hk 23,580 25,804 30,059 
|! ae OS earn eet ae Caran 28,097 33,430 42,629 
Die naan. ord he whens aaah 23,895 28,177 38,022 
POSE oh i Botts, Med etieaies « 22,024 26,310 36,722 
Te. ge aa a ar ae 19,800 23,568 36,009 
MAE aie terstnitaiee Sue 28S ip ahidanig hk 6 18,846 22,136 35,589 
BOO! th vtec vot tee ae c's ck 18,042 22,129 35,931 
BO Ntow ain AE Gam ales 16,631 19,665 35,247 
| EC ER SO 10,524 12,961 23,869 
MOS tevicih ta ok Ge ue 9,142 Lies72 22,131 
NU Oe ae ee ee ee AOS7 8,551 16,852 
TS TOES (8 eS SR PR ae a ra 352,387 401,512 2 WARNE: 


SourRcE: Canadian Housing Statistics 1970, Table 60. 

By 1961, not surprisingly, the majority of units requiring repairs were 
occupied by low income households. The poorest fifth? of all owner households 
occupied 44 per cent of all units in need of major repairs and 30 per cent in 
need of minor repairs. The bottom two-fifths occupied 74 per cent of all units 
needing major repairs and 59 per cent of all units needing minor repairs. 


® Because the published data are available in broad income intervals exact division 
into 20 per cent quintiles was not possible. Throughout this study, the closest 
possible approximation to quintile divisions is used. 
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For tenant families, the position was similar. The poorest sixth occupied 
33 per cent of units requiring major repairs. The poorest three-tenths occupied 
71 per cent of units needing major repairs. 


Table 14 


DISTRIBUTION BY INCOME GROUPS OF 
NON-FARM DWELLINGS IN NEED OF REPAIR 
SINGLE-DETACHED, OWNER-OCCUPIED DWELLINGS — 1961 


Households Major Repair Minor Repair 
No. we No. vou Inc. No. ys Inc. 
First Quintile 
(Under $2000)... 394,295 18.4 41,964 43.5 10.6 108,019 30.0 27.4 
Second Quintile 
($2000-$4000).... AG6.587 218 4 28.167 “12918 6.2 102,983 28.6 P94 | 
Third Quintile 
($4000-$5000).... 301,039 14.1 10,591 11.0 335 51,308 14.3 17.0 
Fourth Quintile 
($5000-$7000).... 480,040 “22:4 ~ 10;132>" 10:5 Piel 59,525 16.6 12.4 
Fifth Quintile 
(Over $7000)..... 497,884 23.3 5,025 5:2 1.0 37,636. 10:3 7.6 
i Selim fee 2,139,845 100.0 96,499 100.0 4.5 359,471 100.0 16.8 


Source: DBS Cat. 98-505, Incomes of Households (Ottawa: DBS, 1965), Tables E-3 & E-4. 


Table 15 


DISTRIBUTION BY INCOME GROUPS OF 
NON-FARM DWELLINGS IN NEED OF REPAIR, 
TENANT-OCCUPIED DWELLINGS — 1961 


Households Need Major Repair Need Minor Repair 
No. WE No. Wa Inc. No. Ya Inc. 
First Quintile 
(Under $2000)... 243,122 16,2> 32/4239 3226 133 Was157 °° 214 30.0 
Second Quintile 
($2000-$4000).... 470,144 31.3 37,991 38.2 8.1 125,085 36.5 26.6 
Third Quintile 
($4000-$5000).... LOS, 3720 6.) 13,543 13.4 dat ct mp Peed 222 
Fourth Quintile 
($5000-$7000).... 313,542 20.9 10,914 11.0 B55 56,826 16.6 18.1 
Fifth Quintile 
(Over $7000)..... 209,274 14.0 4,672 4.7 pie 28,849 8.4 13.8 
SE Eat ret eer 1,500,044 100.0 99,343 100.0 6.6 342,489 100.0 22.8 


SourRCE: DBS Cat. 98-505, Tables E-7 & E-8. 


Both the 1967 and the 1961 data indicate the strong correlation between 
age of dwelling, inadequate physical conditions and low income. 


Table 16 


HOUSEHOLD FACILITIES OF HOUSEHOLDS 
BY SELECTED QUINTILE GROUPS — 1967 


49 


Age of Dwelling 


All Canada Households  Pre-1940 
°000 = 

Individuals 

< $1,000..... 104.9 65 

< $2,000..... 333.1 61 

r55,000..... 193.1 a7 
Average..... 763.7 53 

Families 

mie Ba,000 2... 885.0 54 

< $6,000..... 1,733.8 50 

7 O10,000,..... 969.3 a0 
Average..... 4,328.4 39 


Need Major 
Repair 

1960+ (196] Data) 
* 7 
13 9 
14 ee 
31 3 
19 8 
15 11 
16 9 
31 1 
22 5 


No 
Water 
oO 


fe 


No No 
Toilet Furnace 

14 38 
15 41 
4 15 
10 29 
14 39 
10 34 

1 10 
22: 


Source: Unpublished data from DBS Household Facilities Survey, 1967. 


RURAL HOUSING CONDITIONS 


In 1967, only 19 per cent of Canadian households lived in rural areas. They 
had a disproportionate share of the unsatisfactory housing in the country. That 
can be seen from the 1961 census data, in which more than two-fifths of units 
needing major repairs and one-third of units needing minor repairs were in 
rural areas. It can also be seen in a comparison of the housing conditions of 


rural and metropolitan households in 1967. 


Table 17 
THE HOUSING STATUS OF RURAL AND METROPOLITAN 


HOUSEHOLDS — 1967 


Households 
No. (7000) 
All Rural Households: 
Ist Quintile (<$2,000)........ 206.7 
2nd Quintile ($2-4,000)........ 287.3 
Sth Quintile (>$8,000)........ 25372 
OLD ce en 1,089.2 
All Metropolitan 
Households (30,000 +) 
Ist Quintile (<$4,000)........ 462.7 
2nd Quintile (<$6,000)....... 902.0 
Top Quintile (>$10,000)...... 872.7 
ONCE ge A rn 2,985.3 


Age: 
Pre-1940 


Zo 


Lacking 
Water 
Oo 


7o 


Lacking 
Toilet 


Lacking 
Furnace 


Tables 14 and 15, and Chart 4 depict the correlation between age of 
dwelling a-id sub-standard physical conditions. In 1967, 53 per cent of rural 
dwellings pre-dated 1940, while metro areas had only 37 per cent of that vin- 
tage. 16 per cent of rural dwellings lacked running water; only .6 per cent in 
metro areas were in that condition. In rural areas, 22 per cent of dwellings 
lacked flush toilets, while in metro areas the figure was less than 1 per cent. 
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CHART 4a 


CORRELATION BETWEEN AGE OF DWELLING 


AND NEED OF MAJOR REPAIR - 1961 
RURAL NON-FARM Fen eas 
NEEDING 
12-+ MAJOR REPAIR 
RURAL FARM 
,, ALL CANADA 
ae 10 
URBAN “*, 
oa 8 
e * 6 
YEAR OF CONSTRUCTION te. 
1910 1920 1930 1950 
4 
2 


1960 
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CHART 4b 


CORRELATION BETWEEN AGE OF DWELLING AND 
LACK OF RUNNING WATER~1961 


DWELLINGS WITHOUT 


% 
RUNNING WATER 
4g T 
42 
RURAL FARM 
36 
RURAL NON-FARM 
30 
24 
18 
YEAR OF 
AVERAGE CONSTRUCTION 
1910 1920 1930 gigi: 1950 .es0*1960 
"seer" LL CANADA 
6 
URBAN 


24 


CHART 4c 


CORRELATION BETWEEN AGE OF DWELLING AND LACK 
OF FURNACE =" 1961 


DWELLINGS 
WITHOUT FURNACE 


Wie 


RURAL NON-FARM 


RURAL FARM 
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ALL CANADA 


AVERAGE 
YEAR OF 


1940 CONSTRUCTION 


1960 


53 


CHART 4d 


CORRELATION BETWEEN AGE OF DWELLING 
AND VALUE- 1961 


$000 VALUE OF 
16 DWELLING 
14 Peete se ii 
Ve ee 
Ps YEAR OF 
1920 il a CONSTRUCTION 
1910 1930," |®& 1940 1950 1960 
Beets Pager eV ERAGE 
ORBAN * ee 
agate > 
Ce py 
ee. cp 8 
° pyr 
6 
Source: DBS Cat. 93-529, 
1961 Census of Canada. 
RURAL NON-FARM Housing 


4 [Ottawa-)) DES, 1903), p= 82-1. 
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In the 1961 census, 9 per cent of rural dwellings were in need of major repair 
and 28 per cent were in need of minor repair. The figures for metro areas were 
5 per cent and 19 per cent respectively. 

The rural areas have a high incidence of low income. While for the 
whole country, the cut-off line for the bottom two quintiles of households is 
$6,000, 45 per cent of rural households have incomes less than $4,000. There 
is a very strong correlation between low income and poor housing conditions in 
rural areas. The poorest households are five times as likely as the wealthy rural 
ones to lack running water and flush toilets, and twice as likely to lack central 
heating. 

Except for the short-lived ARDA program, the federal government has 
exhibited little concern with rural housing conditions. A romanticised version 
of rural life leads to a belief that lack of heating and plumbing facilities and 
structural defects are not as important in rural areas. The farmer is a hearty 
type who can wash in a stream and heat his house with a cookstove. Being 
house-poor in rural areas is not as bad as in a big city, because everyone around 
you is in the same boat. 

Such attitudes ignore changes in living patterns and aspirations through- 
out rural Canada. Farm country is being urbanized and rural households want 
urban housing standards. 

That is amply demonstrated in a recent study, Rural Families and Their 
Homes?®, which examines some 218 farm families in 1959 and again in 1968 
with regard to their family and household expenditures during that period. 
Despite an average age of units occupied of 75 years, the average family spent 
some $1,300 during that period on improving their house. Most of this sum 
went for major structural improvements and heating and plumbing improve- 
ments, about a quarter for each of these. More than half the families surveyed 
were concerned about their ability to continue making improvements in each 
of those systems. 


This continued concern for housing change and improvement is based 
on unquestioned need for repair and maintenance of the structure, but 
also on evidence of the changing life-styles of the rural families who 
have largely ceased to regard central heating or plumbing as luxuries." 


Similarly, that concern can be seen in the substantial improvement of 
plumbing facilities documented in Table 12 above. Most of that has occurred 
in rural areas, without any form of government assistance. It has been primarily 
middle income households who could afford to do so. The improvements clearly 
illustrate changing rural aspirations. 

Almost no new low income housing has been built in rural areas. Long 
term investment in new housing is felt to be impractical because of the risk of 
outmigration, abandonment and, therefore, waste of funds. The alternatives 
are to adopt new programs to improve existing housing conditions, or to con- 


10 Prepared under a Part V grant by Professor Helen C. Abell, University of 
Waterloo, August 1971, unpublished. 
11 [hid, p. 55. 
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tinue to do nothing, and ignore the problem. Low income rural households are 
aging, and when they die off, the problem may go away. 

There is one predominantly rural group, with the worst housing condi- 
tions in the country, which is not aging and dying off, but is multiplying quickly 
with a high birth rate — some 100,000 native households with about 500,000 
people. In that group are included Eskimos, Indians and Métis. 

Census data and DBS surveys do not allow an accurate assessment of 
native housing conditions. In the last year, CMHC has funded several native 
groups to do housing surveys. The results of one such survey, conducted by the 
Saskatchewan Métis Society, are set qut in Table 18. The survey covered a 
sample of 5 per cent of the approximately 12,000 Métis households in the 
province. 

Among the highlights of Table 18 are 52 per cent of units having less 
than 500 square feet of floor space; 41 per cent having three rooms or less; 
82 per cent lacking flush toilets and running water; 22 per cent categorized as 
in need of major repair and another 60 per cent “forget it”. 


Table 18 
HOUSING CONDITION OF SASKATCHEWAN METIS 


SIZE OF HOUSE Under 100 100-200 201-300 301-400 401-500 501-600 
(square feet) ie 8.49 3,30 URES 16.13 12.95 13.59 
601-700 701-800 801-900 901-1000 Over 1000 

yA 6.79 9.35 1.91 1.69 5.10 
NUMBER OF 1 2 3 4 = 6 
ROOMS A 12.95 | eee 15.92 25.90 14.65 9.98 

ri 8 9 

vA 3.18 .85 .42 
NUMBER OF None I 2 3 4 5 
BEDS ve 8.07 15.50 38.85 19.75 7243 2.55 
TYPE-OF Conc. Timber Conc. 
FOUNDATION Skid Sill Basement Basement None 

Ys 12.10 35.88 9.34 bis 16.99 
REPAIRS Major Minor _ Forget It 
REQUIRED ae 21.87 13.80 59.87 
TOILET Flush Chemical Outhouse None 
FACILITIES % 17.41 2eAe 74.09 4.7] 
STORAGE Basement Shed Porch Cupboards None 
FACILITIES Ue Pt a) 13.38 8.07 F295 32.48 
SOURCE OF River/ Town Purchased Water & 
WATER Well Lake Supply From Town Sewage 

va 2527 28.24 17. 62 12.74 7.85 
STORAGE Not 
OF WATER Cistern Barrels Pails Applicable 

ve 4.03 20.38 35.46 14.86 
GARBAGE Municipal Burning Garbage 
DISPOSAL Facilities Barrel Heap “inthe bush” 

7 45.01. 4.46 151 27.60 
TYPE OF Forced Space Cook- Airtight Homemade _ Iron 
HEATING Air Heater Stove Heater Stove Stove 

Te 11.04 30.57 19.96 18.05 127 6.58 


Source: Métis Nation of Saskatchewan, Homes for our People (Regina: Métis Society, 1971). 
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URBAN NEIGHBOURHOODS 


All the indications of housing quality which we have used describe the state 

of the building and its component systems. None of them deal with its adequacy 
as a place in which to live nor with the effect of external factors on its suitability 

for that purpose. In urban areas, external neighbourhood conditions compound 

difficulties of physical inadequacy. 


In the words of the Douglas Commission:'* 


How is the data related to environment? . . . Is a unit correctly defined 
as standard under available data if the lot next door is littered with 
garbage; if the police protection is limited; if street lights are not pro- 
vided; if the sidewalk is buckled; if the street is full of potholes; if a 
liquor store is found on each corner; if sewers are non-existent or in- 
adequate; if the noise level is excessive; or if a rendering works is found 
in the block... 


Standards of environmental quality must be included in any test of housing 
adequacy developed for purposes of the recommended inventories. 


Crowding 


The size of the family, when compared to the living space provided by 
the dwelling unit may render inadequate for that family a building which is 
physically sound. Or the problems of an inferior structure may be worsened by 
lack of space. One measure of crowding is the total number of families not 
maintaining their own households. In 1966, there were 180,000 such house- 
holds, some 4 per cent of the total. 


Table 19 


PERCENTAGE OF CANADIAN FAMILIES NOT MAINTAINING 
THEIR OWN HOUSEHOLDS 


All Areas Metropolitan Areas 
FOS Tesh ea ee es SA LSet Uae et Seem Ue ieee wee 9.8 13.0 
TOS. 6 er se ears ie a Se ere Wo 10.0 
TOG es Sons crctetans. 10 Se tae Re Soe eas SF 6.8 
19 6 Ging creeds ots stad ROR AE Ee ET OBE ern re 4.0 7a 


Source: Canadian Housing Statistics 1969, Table 107. 


The other standard of crowding employed by DBS is units having more 
than 1 person per room. For the year 1961, 16.5 per cent of all Canadian 
households fell within the definition. This figure was down from 18.8 per cent 
in 1951. Overcrowding is a different matter than doubling up which refers to 
multiple family occupancy of a unit suitable for a single family. 

It is difficult to make even a rough estimate of the number of units 
which are seriously overcrowded. One study in 1964 estimated that out of 
750,000 some 100,000 fell in that category.1* 


1 Op scit; p55: 
13 Good Housing for Canadians, op. cit., p. 76. 
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The following Table gives some indication of where the most serious 
crowding exists. There were some 50,000 households having two or more 
persons per room that were clearly crowded. Most likely to be seriously over- 
crowded are the 50,000 owner occupied units of from 1 to 3 rooms and the 
100,000 tenant occupied ones of 1 to 3 rooms. 

Also interesting, is the fact that the incidence of crowding is only 50 
per cent higher for the lower income group. One would have expected a more 
substantial difference. Unfortunately, the published data do not allow one to go 
beyond income in describing the characteristics of the head of a crowded house- 
hold. 


Table 20 


NUMBER OF PERSONS PER ROOM IN HOUSEHOLDS BY 
QUINTILE GROUPS BY SIZE OF COMMUNITY, TENURE AND 
SIZE OF UNIT — 1961 


No. of Yo Yo 


Households Distribution Having one or more 
Family Households by Income (in 000) of Households Persons per Room 
Bottom quintile ($3,000) ...... 765.8 22 35 
Bottom 2 quintiles ($4,000)... . L292. 7 37 37 
Top quintile ($7,000)... .....% , 788.1 23 23 
PRSOTARG kl eas erie Goes beh pee 3,504.7 100 34 


SourRcE: DBS Cat. 98-505, Table E-1. 


NUMBER OF PERSONS PER ROOM IN HOUSEHOLDS BY 
QUINTILE GROUPS, BY SIZE OF COMMUNITY — 1961 


No. of % % ve 
Households by Size Households Distribution [—2 2 or more 
of Community (in ’000) of Households Persons/Room Persons/Room 

SOOO ANd OVE. pence nie ae 2 tes =) 1 0.5 
OOOO =-629 O99 OB a os ee oe 26253 6 16 1 
13000: 10,000 6 accdu.% oes Cs 500.8 11 16 | 

Rittal (NOt arm Genoese 5 3 824.5 18 18 2 

FRCTAU OI, steers oa eevee 449.5 10 19 4 
PCA) bette WEN hiker ke ahs 4,554.5 100 15 l 


Source: DBS Cat. 93-524, Table 30. 


NUMBER OF PERSONS PER ROOM IN HOUSEHOLDS BY SIZE 
OF DWELLING AND BY TENURE — 1961 


/ O/ 
No. of We » /o 


/O 40 
Households Distribution ——o 2 or more 

Households by Tenure (in °000) of Households Persons/Room  Persons/Room 
Owned: 

Dees OOIDS kat eee ns 181.8 6 pail 14 

ae 0 TODING Ais ceeds 1,962.8 65 14 1 

TeOLMOLre LOOMIS. s.2 ac55 861.0 29 8 g 
PROT ACE Bes cats oe sc < h 3,005.6 100 13 1 
Rented: 

eS TOOUS: <u t mins cond: 446.5 29 a Z 

Ae GO TOOMS. 5.1 o065-+ 0 970.8 63 18 gw 

7 Or more TOOMS....... 5 13156 8 1] g 
(ST CIR A 1,548.9 100 19 g 


Source: DBS Cat. 93-534, Table 114. 
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Cost 


For a considerable portion of the low income population the housing 
problem is primarily one of cost when matched against low incomes, although 
low income and high costs may well be combined with poor building conditions 
and/or crowding. 

That dimension of the problem is clearly recognized by the National 
Housing Act. Under Section 2 of the Act, a family of low income is defined as 
‘‘a family that receives a total family income that, in the opinion of the Corpora- 
tion, is insufficient to permit it to rent housing accommodation adequate for its 
need at the current rental market in the area in which the family lives.” While 
the federal government’s housing requirements approach involves planning for 
the production of units for doubled-up and crowded households and those in 
substandard units, in fact the criterion for eligibility is inability to pay existing 
market rentals. A major determinant of need and the reason that most house- 
holds seek government assisted housing is inability to pay. 

This was clearly pointed out in the last major housing study done in the 
country, Good Housing for Canadians.*4 


Aside from its physical qualities, a sizeable segment of Canadian 
housing is economically troubled. On the basis of the family income of 
those granted National Housing Act mortgages and on the basis of 
what rental statistics are available, the new housing production, whether 
for ownership or rental, is completely out of reach of something better 
than % and something less than 2 of the population. The existing 
housing stock is almost equally inaccessible because of the combined 
effect of high prices and inadequate financing terms. And so there 
persists a housing problem so severe, so far from solution by legisla- 
tive, social, economic and physical activities, that only one word can 
be applied to it — failure. 


Very limited data on housing expenditures are available. The results of 
surveys of 2,000 families in urban centres larger than 100,000 in population 
have been published by the Dominion Bureau of Statistics in 1964 and 1967. 
A survey of some 20,000 families over a broader range of community size, 
including both smaller centres and rural areas was done in 1969. Some pre- 
liminary figures from that survey were available for this study. 

For purposes of this analysis, the assumption was made that expendi- 
tures exceeding 20 per cent of income are excessive for low income households. 
Any figure chosen will be somewhat arbitrary. But with an average expenditure 
for all households of 17 per cent, and with average expenditures for the top 
two quintiles of 14 per cent of incomes (which averaged $12,200) there seems 
to be little justice in requiring households with average incomes of $1,858 or 
$4,541 to spend 25 or 30 per cent of income on shelter. The 20 per cent 
standard is also considered appropriate because it deals with the ratio of shelter 
alone to gross income. Shelter in this context means the rental or ownership 
expenses for the bare physical shell plus expenses for utilities. It does not 


14 Good Housing for Canadians, op. cit., p. 58. 
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include such related expenses as the cost of furnishings or household operation. 
In 1969, average expenditure on shelter was $1,240, on household operation 
$331, on furnishings $373. A broader definition of shelter would result in 
average expenditure ratios which were 50 per cent higher. 

When the 1969 data are fully available, it will be possible to do a 
detailed examination of expenditure patterns to arrive at reasonable expenditure 
ratios for different sized households, taking into account, in particular, the needs 
of large families. That should be a matter of urgent priority for national and 
provincial housing agencies. For present purposes, rough lines of demarcation 
must suffice. We have, therefore, divided the households into those groups 
spending in excess of 50 per cent of income for shelter, 40 to 50 per cent, 25 to 
40 per cent, 25 to 20 per cent, and under 20 per cent.!® The results of our 
analysis can be seen in Table 21. There are 1,831,000 Canadian households 
spending in excess of 20 per cent of their incomes for shelter. Two-thirds of 
them are low income. There are 1,076,000 spending in excess of 25 per cent 
- of income for shelter. Four-fifths of them are low income. 

One Canadian household in three spends in excess of 20 per cent of 
income for shelter, one in five in excess of 25 per cent, one in fourteen in excess 
of 40 per cent, one in thirty-three in excess of 50 per cent. The 400,000 house- 
holds spending more than 40 per cent of income for shelter are on the very edge 
of subsistence. 

As was noted at the beginning of this section, incomes in metropolitan 
centres are higher than in smaller centres and farm areas. So are housing prices. 
For those at the upper end of the income band, higher incomes offset higher 
prices. For the low income households who live in the larger centres, the result 
is higher shelter to income ratios. While one would have expected high ratios 
in the metropolitan centres, it is surprising to see the high proportions spent 
on income by households living on farms and smaller centres. For the bottom 
group, those living in hamlets, i.e. small farm communities, appear to be the 
best off. That can be seen in Chart 6, in which cities of 100,000 plus are 
designated ‘cities’, those of from 1,000 to 100,000 ‘towns’, and communities 
of 50 to 1,000 ‘hamlets’. 


15 The data were available in the form of a bivariate distribution of numbers of 
family units by income in $1,000 intervals and by shelter expenditures in $250 
intervals. This basic tabulation is stratified by family type within size of community 
groupings. We combined income intervals into quintile groups, as defined for 
all-Canada. Then, using the average income for each quintile, we calculated the 
specified 50 per cent, 40 per cent, 25 per cent and 20 per cent cut-off points in 
the distribution of expenditures. These cut-off points can only be approximated, 
since the original data are already grouped into intervals. In all cases but one, 
the discrepancy is only a matter of one or two percentage points. The exception 
is the upper cut-off point in the first quintile, which is actually 54 per cent rather 
than SO per cent. Consequently, our conclusions err on the conservative side in 
this instance. In addition to the four categories of urbanization, the data contain 
a fifth category called “special areas”. This represents families in institutions or 
in remote areas. It involves only about 28 thousand families out of the total of 
5.8 million. The “special areas” category was omitted from our calculations. 
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Table 21 


NUMBER OF FAMILY UNITS WITH SPECIFIED SHELTER/ 
INCOME RATIOS — ALL COMMUNITIES, ALL FAMILY 


TYPES — 1969 
Shelter/Income Ratio 
Income Average Family Over 
Interval Income Units 50 50-40 40-25 25-20 Under 20 
Quintiles $ $ Thousands a Zo 7 ve Yo 
Ist under 3,000 1,858 No. 976.8 141.8 168.5 262.1 200.0 204.5 
a mlOU 14 17 27 20 21 
2nd 3-6,000 4,541 Nost,282;3" 1831 50.9 ~).201.9* *185.0° ~828:3 
en EOD, 1 “4 16 14 65 
3rd 6-8,000 6,974 No.1,025.6 17:9)" 124.7) > AOSs 8a tone 
EN i 2 2 11 75 
4th 8-12,000 9.705% No. 1,52328 9041 AS 22 wl Sho 
% . 100 6 i0 84 
5th over 12,000 16,657 No. 1,046.0 109.1 936.9 
% 100 10 90 
All No.-5;854-5 159.9 237.53 67828" “755.17 402605 
Vai 100 3 4 12 13 68 


SouRCE: Statistics Canada, ‘‘Family Expenditures 1969,”’ Unpublished, Table 02A61. 


CHART 5 


NUMBER OF FAMILY UNITS WITH SPECIFIED 
SHELTER/INCOME RATIOS CANADA -- ALL 
COMMUNITIES -- ALL FAMILY TYPES -- 1969 


Thousand Family Units 


aoe Shelter/Income Over 50% 
142 18 
0 DS tel 6-8 roe al EY 
200 51 Shelter/Income 40-50% 
169 18 
0 PS eee 
200 Shelter/Income 25-40% 
262 : : 
el eee ee 
0 
200 Shelter/Income 20-25% 
1p 


First Quint. Second Quint. Third Quint. Fourth Quint. Fifth Quint. 
Income Limits $3,000 $6,000 $8,000 $12,000 
Source: Statistics Canada, "Family 
Expenditures, 1969," Unpublished, 


Table O02A61. 


% 
40 BY SIZE OF COMMUNITY - 
bi ae ea ee Farms 33% 
30 
Hamlets 26% 
20 
Farms 15% 
10 
0 
First Second 
Quintile Quintile 
$3,000 $6,000 


CHART 6 


Source: 


Farms 14% 


Cities 19 


Hamlets 13% 


Third 


Quintile 


$8,000 


PROPORTION OF INCOME SPENT ON SHELTER BY QUINTILE GROUPS 
ALL FAMILIES AND INDIVIDUALS 1969 


Statistics Canada, 


Unpublished Tables from 
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Family Expenditure Survey 1969 


Towns 14% 
Hamlets 13% 

12% 
11% 


Cities 


Towns 


Farms 12% 


Hamlets 10% 


Fourth Bae hi 
Quintile Quintile 
$12,000} Income Limits 1969 
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The actual percentage of family units in the quintile groups is as follows: 


Percentage of Family Units 


Cities Towns Hamlets Farms 
First Quintile i301 18.2 DST 2a09 
Second Quintile 18.3 PE | 29.5 34.8 
Third Quintile jaa 18.7 17.9 13.9 
Fourth Quintile 28.6 2555 19.4 16.4 
Fifth Quintile 22.9 13.8 7.4 42 


Comparable information on changes in assets and liabilities by size of 
community is shown in Chart 7. The difference in patterns of saving among the 
quintile groups is more pronounced for the smaller-sized communities than for 
the large cities taken by themselves. In particular, we note that farm families 
in the first quintile during 1969 were incurring net liabilities amounting to 
$1,501, or 92 per cent of their income of $1,623. The financial situation of the 
low income population obviously is not healthy. 

Breakdowns by form of tenure, as well as location were available. 
5 classifications were possible: 1. Owners without mortgage, 2. Owners with 
mortgage, 3. Regular tenants, 4. Roomers, 5. Rent-free tenants. The data 
indicate that unacceptable expenditure burdens are not limited to tenant house- 
holds. That is not surprising, in that approximately 50 per cent of low income 
households are owners. But the information is essential for policy purposes, as 
present programs are geared to the provision of reasonably priced new rental 
housing. Homeowners, particularly older ones, will not sell their houses and 
lose status, security and neighbourhood, to take advantage of new rental hous- 
ing. Yet they, too, clearly require assistance. 45 per cent of all households in 
the first quintile are owners who, although they have no mortgage, still pay 
32 per cent of income for shelter. Homeowners without mortgages in that 
quintile had an average age of 68 and spent almost $600. They are primarily 
elderly persons caught between low old age pensions and rapidly rising property 
taxes. 3 per cent are owners with mortgages and they spend an average ratio 
of 49 per cent. In the second quintile there are almost half a million home- 
owners with mortgages, spending an average of 24 per cent of income for shelter. 

Among tenants, expenditure/income ratios are about the same as those 
for owners with mortgages. They, however, do not have the security of owner- 
ship of assets nor the advantage of security of tenure. Roomers, on the other 
hand, have much lower ratios. Although their incomes are about 15 per cent 
lower, they spend only about $37 per month on rent, less than two-fifths of the 
amount spent by regular tenants. For that lower expenditure level they, of 
course, get less space, privacy and facilities. 
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CHART 7 


INCREASE IN LIABILITIES OR ASSETS AS A 
BY SIZE OF COMMUNITY - 
ALL FAMILIES AND INDIVIDUALS- 


PROPORTION OF INCOME 


Hamlets 2% 
Towns 2% 


CACC NSE ee 


Farms 20% 


1969 


Hamlets 10% 


Cities 8% 


Farms 6% 


Third Fourth Partn Quintile 
$8,000 $12,000] Income Limits 1969 
Towns - 1% 
Farms = 2% 
5% Hamlets - 3% 
Cities - 3% 
Hamlets - 6% 
Cities - 6% 


Farms 10% 


Cities 173% 


Faris =) 92% 
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Table 22 


EXPENDITURES AND FINANCES — HOMEOWNERS 
WITHOUT MORTGAGE — 1969 


Ist Q 2nd Q 3rd Q 4thQ Sth Q 
Under $3,000- $6,000- $8,000- Over 
$3,000 $6,000 $8,000 $12,000 $12,000 TOTAL 


No. of Family Units 


000’s 443.4 460.4 268.7 353.9 222.0 1,748.3 
% of Family Units 2 26 15 20 13 100 
Av. Family Size: 

Persons 1.81 Seby 3.80 4.05 4.20 3:23 
Av. Age of Head: 

Yrs. 67.7 Si7 $2.0 S13 32.2 57.4 
Av. No. Full-time 

Earners a iS, 44 79 1.05 1.42 .66 
Shelter Expenditure $ 597.7 715.0 875.5 998.2 1,531.4 870.9 
Shelteras %Income % 32 16 13 10 8 12 
Income $ 1,881.3 4,418.7 6,969.0 9,728.6 18,296.4 7,003.5 
Net Change in 

Assets and 

Liabilities $ —589.0  —171.6 +27.9 +540.8 +2,163.7 + 193.8 
Change in Assets 

as % of Income We  s=34 —4 0 +6 +12 +3 


EXPENDITURES AND FINANCES — HOMEOWNERS 
WITH MORTGAGE — 1969 


Ist Q 2nd Q 3rd Q 4thQ Sth Q 
Under $3,000-  $6,000-  $8,000- Over 
$3,000 $6,000 $8,000 $12,000 $12,000 TOTAL 


No. of Family Units 
000’s 30.4 i) 250.6 578.6 497.9 1,516.8 


% Of Family Units 2 11 17 38 33 100 
Av. Family Size: 

Persons 2.98 3.98 4.14 4.48 4.53 4.36 
Av. Age of Head: 

Es: 53.0 46.9 42.5 41.5 43.8 43.2 
Av. No. of Full-time 

Earners 42 56 85 1.03 133 1.04 
Shelter Expenditure $ 995.8 LATS 1,438.6 1,667.4 ZAleo3 Liieg 
Shelteras %Income % 49 24 20 Le 13 16 
Income $ 1,945.0 4,774.5 7,054.9 9,767.4 16,649.9 10,898.0 
Net Change in 

Assets and 

Liabilities $ —1,401.2 — 536.8 —209.7 +24.5 yan) +315.9 


Change in Assets 
as % of Income vA —72 —11 —3 9 +8 +3 
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EXPENDITURES AND FINANCES — TENANTS: REGULAR — 1969 


Ist Q 2nd Q 3rd Q 4thQ 5th Q 
Under $3,000-  $36,000- $8,000- Over 
$3,000 $6,000 $8,000 $12,000 $12,000 TOTAL 


No. of Family Units 


000’s 279.9 484.5 413.8 503.0 269.1 1,950.3 
% of Family Units 14 25 21 26 14 100 
Av. Family Size: 

Persons 1.61 2.62 3.27 3.36 x 2.87 
Av. Age of Head: 

Yrs. 60.6 43.0 37.9 36.9 40.0 42.5 
Av. No. Full-time 

Earners 05S a. | .83 1.15 1.49 81 
Shelter Expenditure $ 871.5 1,082.8 1,303.6 1,497.2 1,886.2 1,317.0 
Shelter as % Income % 44 24 19 16 TZ 17 
Income $ 1,970.9 4,597.7 6,966.4 9,600.7 15,517.4 7,520.2 
Net Change in 

Assets and 

Liabilities $ —299.8 —350.7 —264.7 +157.0 +1,308.1 —1.8 
Change in Assets 

as % of Income yo es —8 —4 +2 +8 —0 


EXPENDITURES AND FINANCES — TENANTS: ROOMERS — 1969 


Ist Q 2nd Q 3rd Q 4thQ 5th Q 
Under $3,000- $6,000- $8,000- Over 
$3,000 $6,000 $8,000 $12,000 $12,000 TOTAL 


No. of Family Units 


000’s 157.8 124.6 49.5 23.3 3.6 358.8 
% Of Family Units 44 35 14 7 1 100 
Av. Family Size: 

Persons 1.05 1.06 1.22 1.65 1.86 1.13 
Av. Age of Head: 

Yrs. 57.4 324 36.0 34.3 SOLS 44.1 
Av. No. Full-time 

Earners 14 .74 .79 .87 1.05 49 
Shelter Expenditure $ 419.0 474.0 530.7 1,012.9 942.0 497.3 
Shelter as %Income % 25 11 8 11 6 13 
Income $ 1,65727 4,300.2 6,684.2 9,558.5 14,703.5 3,912.9 
Net Change in 

Assets and 

Liabilities $ —78.1 —81.3 +1636 +409.8  +432.0 —9.2 


Change in Assets 
as % of Income % —5 —2 +2 +4 +3 —0 
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EXPENDITURES AND FINANCES — TENANTS: RENT FREE — 1969 


Ist Q 2nd Q 3rd Q 4thQ 5thQ 
Under $3,000- $6,000- $8,000- Over 
$3,000 $6,000 $8,000 $12,000 $12,000 TOTAL 


No. of Family Units 
000” 


s 54.1 31.0 123 4.0 4.3 105.7 
% of Family Units 51 29 11 4 4 100 
Av. Family Size: 
Persons 1.65 3.43 3.79 4.15 2.63 Z.00 
Av. Age of Head: 
Yrs. ata, 44.9 38.8 41.8 48.8 50.8 
Av. No. Full-time 
Earners 25 62 96 1.03 1.20 51 
Shelter Expenditure $§ 156.9 320.5 285.2 348.8 992.3 260.9 
Shelter as % Income % 10 1 4 4 6 i! 
Net Change in 
Assets and 
Liabilities $  —192.4  —212.4 —185.2 4804.1 +4,430.0 +25.9 
Change in Assets 
as % of Income %  —12 —5 —3 +8 +27 +1 


Source: Statistics Canada: Family Expenditures 1969, Unpublished, Table 52A. 


The data were also broken down on the basis of family size and status. 
Of all Canadian households in 1969, only 2,450,000 or 42 per cent were families 
with children. 1,142,000 or 21 per cent were unattached individuals. 1,296,000 
or 24 per cent were 2 adult households. 563,000 or 11 per cent were house- 
holds with 3 or more adults. As a result, within the low income group, .the 
great majority of all households with incomes under $6,000 that spent in excess 
of either 20 or 25 per cent of their incomes for shelter were not families with 
children. 

Thus 56 per cent of those households in the first quintile and 24 per 
cent of those in the second quintile paying more than 20 per cent of their income 
for shelter were unattached individuals. Thirty-two per cent in the first fifth 
and 31 per cent in the second fifth paying in excess of that ratio were households 
with 2 or more adults. Only 12 per cent of households in the first quintile and 
45 per cent of households in the second quintile exceeding that ratio were 
families with children. 

By the third quintile 67 percent of households paying more than one 
fifth are families with children. But by the time one reaches that level, there are 
only 226,000 households spending in excess of 20 per cent of income for shelter. 
In the first 3 quintiles, there are only 440,000 families with children spending 
more than 20 per cent of income for housing. That is, 36 per cent of all families 
with children in the first 3 quintiles exceed the cut-off ratio. 
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The breakdown is set out in the following Table: 


Table 23 


HOUSEHOLDS SPENDING MORE THAN 20 PER CENT 
OF INCOME ON SHELTER — 1969 


Ist quintile 2nd quintile 3rd quintile 4th quintile 
No. ve No. fA No. ws No. Ws 
000’s 000’s 000’s 000’s 
AAGIVICUAIS ss oh ged nee sig 432 56 106 24 22 10 
DACs aCe rs eee ce As 247 32 140 31 52 23 
Single adults, 1+ 
LCN A es pais on ei 29 4 21 5 8 3 
2 adults, 1 or 2 
CIMGR ET Gore cer nike, aie 34 4 90 20 78 34 89 37 
2 adults, 3 
ole: Fe) eee ee 12 2 30 7 34 15 41 17 
2 adults, 4 
CHIGTOR saa sees r 1 29 7 15 7 21 9 
3 adults, 1+ 
CHMGEGR Marsa )can ow ae 8 1 28 6 ies 8 
thet Eg eee 769° 100 444 100 226 100 242 100 


SOURCE: Statistics Canada: Family Expenditures 1969, Unpublished, Table 52A. 


The small number of families with children spending more than 20 per 
cent of income does not convince us that there is not a substantial cost problem 
for families. Rather, it leads us to question the adequacy of the one fifth ratio 
as an indication of housing price problems. As was stipulated earlier, that frac- 
tion was adopted as a rough indicator of the magnitude of the problem. Con- 
siderable work must be done to establish reasonable shelter-to-income ratios 
for different sized families at different income levels. For example, it may well 
be that the 113,000 families with children in the first quintile can afford to pay 
nothing, or at best a token amount of their incomes for shelter. 

Secondly, lower shelter to income ratios may, in some cases, be obtained 
at the expense of poor housing conditions. In the case of large families in par- 
ticular, cheaper housing means crowding and poorer housing conditions. In 
1969, 38 per cent of families with two children, 43 per cent of families with 
three children, and only 31 per cent of families with four or more children paid 
more than a one fifth ratio. Yet one would have expected large families to 
require more space and therefore more expensive accommodation. Fewer of 
them purchase more expensive shelter than smaller families. The money is 
needed for food, clothing, medical care and education. 

Table 24 which follows, compares the housing condition of large low 
income families with all low income families. Large low income families have 
a fifty per cent higher incidence of lack of plumbing and heating facilities than 
all low income families. They are also substantially more crowded, with an 
average of 1.42 persons per room, i.e. double the average of four person 
households. 
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Table 24 


THE HOUSING STATUS OF LARGE FAMILIES HAVING 
FOUR OR MORE CHILDREN AND OF ALL FAMILIES — 1967 


Households Age: Lacking Lacking Lacking 
No. (000) Pre-1940 Water Toilet Furnace 
Large Families: We yh, % a of 
Ist quintile (less than $4,000)... 102.5 18 35 15 21 48 
Bottom two quintiles 
(less:than' $6,000)... ..s3055<58 242.3 43 52 10 15 40 
5th quintile (more 
than: $10,000) 5 esas we specs eie 105.0 19 31 2 3 13 
PAVOLARO RSs ciate o's Cah teas @ hatreds 566.7 100 42 5 9 27 
All Families: 
1st quintile (less than $4,000)... 885.0 54 10 14 39 
Bottom two quintiles 
(less than $6,000)............ 1733.8 50 i 10 34 
Top quintile (more than $10,000) 969.3 21 1 1 10 
PVGTAQEs. ci oe iss pene een 4328.4 39 4 5 Zz 


Sources: DBS Household Facilities Survey, 1967, unpublished Series B. Also, DBS 1967 
Urban Family Expenditure, unpublished, Tables 100 and 103. 


Tenure 


In 1967 approximately 63 per cent of households in the bottom two 
quintiles owned their own homes. With the increasing shift to tenancy, that 
proportion will decrease. While they too had inferior dwelling conditions and 
high shelter to income ratios, when compared to the average Canadian house- 
hold, they were not as badly off a group as low income tenants. As can be seen 
from Table 22 their expenditures on shelter were less onerous. And they had 
the status and dignity of homeowners, together with the freedom and security 
that go with the status. 

Low income renters, on the other hand, had the various disabilities and 
problems that go with tenancy and its antiquated sixteenth century legal con- 
cepts, plus the added disadvantages that low income, limited education and no 
bargaining power bring to any contractual arrangement. 

Thus in most provinces (except perhaps Quebec) tenants do not sign 
leases. They have almost no security of tenure. They are monthly tenants whose 
rights to possession can be terminated on one month’s notice, without reason. 
Their security of tenure is further threatened by the power of the landlord (even 
where eviction is not intended) to raise their rents by any amount, again on one 
month’s notice. While the common law gives them a right of quiet possession, 
to peaceably use the premises as they see fit, the landlord may hedge it about 
with any rules and regulations which he wishes to exact as a condition of the 
tenancy. While that right should theoretically include a right of privacy and of 
freedom from intrusion by the landlord, entries are in fact made in the guise of 
inspections of the state of repair. It is curious, indeed, that that should be a 
matter of concern because the landlord is under no common law obligation to 
keep the premises in repair. Or to supply hot and cold running water. Or 
to provide premises which are fit for habitation. 
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As a quaint part of the laws’ agricultural heritage the landlord is en- 
titled to seize the tenant’s goods for non-payment of rent. He can similarly 
resort to self help and physically evict the tenant in case of a breach of the lease. 
The list could go on and on. . . Some of those abuses have recently been limited 
by statute in some jurisdictions, although none have touched the fundamental 
problems of security of tenure and of the right of landlords to demand what the 
traffic will bear. Equally important, while some changes exist in the statute 
books, one may remain sceptical about the extent to which the poor will be 
able and willing to enforce their paper rights. They have a notorious (and 
justified) dislike for dealing with lawyers and courts. It will be some time before 
legal aid systems and storefront lawyers convince them that it pays to fight the 
landlord. The prospects for increased rights for tenants lie in changing not the 
law but the landlord. 
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Chapter 3 


Housing and Inflation 


The federal government’s policy advisors have informed it that: 


To the extent that shelter costs are not outpacing and are probably 
lagging income increases, so that housing accommodations are 
generally affordable, there is no housing problem;... 

To the extent that there is likely a group of low income families living 
in soon to be demolished or previously demolished core dwellings who 
cannot or will not be able to find satisfactory alternative accommoda- 
tions, there is a housing problem — or more properly an income or 
poverty problem. 


The essence of that opinion is that as long as average increases in 
incomes outpace the average rate of growth in housing costs, there is no housing 
problem. Increases on the order of five per cent or more annually in housing 
cost are tolerable. Low income households may be hurt more than the average 
household, but they do not have a housing problem, they have an income or 
poverty problem. Implicit in that assertion is the suggestion that to solve their 
problem only income transfers are required. Once they are made, nothing more 
need be done about housing cost. 

While housing policy makers and their advisers may not be concerned 
about the rate of growth in housing costs, it appears that (indirectly at least) 
Canadian governments are. Inflation has been the dominant issue in Canadian 
politics for the last two years. It has transfixed both Canadian governments and 
citizens. Strong measures have been taken to curb it. Unemployment levels 
have doubled from decadal lows. 

Along with government spending, housing and construction generally 
have been major factors in inflation. Housing has a weight of one-third in the 
Consumer Price Index. For all Canadian households it is the single most 
important expense which they incur yearly. Constantly increasing housing 
prices are therefore an important stimulus to inflationary psychology. A closer 
look at the causes of housing price inflation, the techniques adopted to deal 
with it, and their implication for low income households is therefore warranted. 

Inflation has been more pronounced in the housing sector than in any 


1 “Housing in Canada,” Research Monograph No. 2, Urban Canada: Problems and 
Prospects (Ottawa: CMHC, 1971), p. 19. 
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other. Rent increases and cost increases for homeownership and maintenance 
can be attributed to six sources: rising land costs, labour costs, material costs 
and interest rates, and restrictive monetary policy, rising property taxes and 
restrictive local administration, and rising consumer demand through popula- 
tion and income growth. Evidence concerning changes in these sources of cost 
increases is presented in the following pages. 

Changes in production costs mean changes in consumer prices, which 
in turn mean shifts in consumer expenditures and quantities demanded. In 
particular, rises in housing costs mean shifts from ownership to rental, from 
larger to smaller accommodation, and from asset accumulation to indebtedness. 
These shifts are more severe for the low income population than for any other 
group. Consumer reaction to housing inflation is examined below, in an attempt 
to judge the impact of price changes on the various income groups. 

Theré are five sets of price data which allow us to gauge the strength 
of inflation in the markets for housing. Some of these items are pictured in 
Chart 1, where for comparison are also shown the two main economic indi- 
cators — the overall price index measured by the Gross National Expenditure 
deflator, and real income measured by the index of Gross National Product 
in constant 1961 dollars. 

Among the five sets of data, there is, first, the consumer price index 
of which the shelter component in December 1971 stood at 153.5 —a full 
7.9 index points higher than the previous year. (The CPI as a whole stood at 
136.3 — 6.5 points over the previous year.)? Table 1 shows these data for the 
last decade. 

Secondly, there are the figures on gross debt service for new single- 
detached dwellings under the National Housing Act. In 1970, gross debt service 
including principal, interest, and taxes, cost the new homeowner on the average 
$236 per month. This figure, expressed as an index with 1961 = 100, stands 
at 224.9 —a full 23.1 index points higher than the previous year.* Table 2 
contains these numbers year by year. 

Thirdly, there is the implicit price index for residential construction 
in the National Accounts. In the third quarter of 1971, this index stood at 
150.2 —a full 9.1 index points higher than the previous year. (The index for 
GNE as a whole stood at 138.5 — an increase of 4.2 points over the previous 
year.)* Table 3 has these figures. 

Fourthly, there are the indexes of the cost of producing a single-detached 
dwelling under the National Housing Act. In 1970, the index of total cost 
(adjusted for changes in the size of dwelling) stood at 148.1 — an increase of 
4.4 points over the previous year. This index of total costs has two components. 
The index of construction cost per square foot stood at 143.1 — an increase 
of 3.3 over the previous year.® Table 4 contains these indexes. 


2 Prices and Price Indexes (Ottawa: Statistics Canada, 1971), Cat. 62-002. 

3 Canadian Housing Statistics, 1970 (Ottawa: CMHC, 1971), Table 103. 

4 National Income and Expenditure Accounts (Ottawa: Statistics Canada, 1971), 
Cat. 13-001. 

5 Canadian Housing Statistics, 1970, Table 112. 
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Fifthly, there are the price indexes for productive factors in residential 
building. In December 1971, the price index for residential building materials 
stood at 149.1 — a full 10.7 points higher than the previous year.® In December 
1971, the index of wage rates in the construction industry stood at 221.7 — 
an increase of 20.2 points over the previous year.? Table 5 shows these figures. 

These five sets of data reflect price changes at different stages of the 
consumption/marketing/production process for dwellings. The consumer price 
index depicts the situation of the typical consumer. The debt service data 
describe the position of the new home buyer. The National Accounts figures 
measure new production by the residential construction sector as a whole. The 
data on the costs of NHA dwellings come from borrower’s or builder’s 
estimates made at the time of loan applications. The factor price figures come 
from direct surveys carried out by Statistics Canada and the Department of 
Labour. 


Table 1 
CONSUMER PRICE INDEXES — 1961 - 1971 

All Items Housing Shelter 
DO asst bn lcd toss tak | 100.0 100.0 100.0 
NAG A AS a 101.2 101.2 101.6 
Pera ra kitare ey les ayia 103.0 102.3 103.4 
US oe rm 104.8 103.9 106.0 
UCTS SE a eee re eaten 107.4 105.8 108.8 
BO ee Gis. 0 sna ae eae 111.4 108.7 112:2 
RTE a aioe Suan’ su bvere. po 115.4 113.4 i We 
EOD es I ig og ccacn a aem eck 120.1 118.6 124.6 
ORS ee Pee eae b2505 124.7 133;1 
BI eS 95 kk les ols feline 129.7 130.9 141.8 
PEER I 68 op Ae ail oo dienes 136.3 139.8 153.5 


SOURCE: Statistics Canada, Cat. 62-002, Prices and Price Indexes (Ottawa: Information 
Canada, 1971). 


Table 2 


MONTHLY GROSS DEBT SERVICE ON NEW 
SINGLE-DETACHED NHA DWELLINGS — 1961 - 1970 


Principal and 


Interest Taxes Total 

$ Index $ Index $ Index 
LS Ue ete Ree eet 81.98 100.0 22.98 100.0 104.96 100.0 
De PAA. oe). ik kre My attie 84.67 103.3 22545 Opec 107.12 102.1 
SE ica oo Buaes 84.12 102.7 26.04 1 Ue | 110.16 105.0 
Ak SS ene AES 87.67 107.0 26.55 115.6 114.22 108.9 
Lie ee eee 90.37 110.3 28.18 1227 118.55 113.0 
OS re re 100.64 122.8 29.06 126.5 129.70 123.6 
WT es ee 108.10 131.9 30.02 130.7 138212 131.6 
ONE eee aan 148.71 181.4 41.97 182.7 190.68 181.7 
BOG ee Pei < Fe ee, o 166.73 203.4 44.99 195.8 PN He 201.8 
LDS 52 an eee een Ae 189.05 230.6 46.97 204.4 236.02 224.9 


Source: Canadian Housing Statistics, 1970 (Ottawa: CMHC, 1971), Table 103. 


8 Canadian Statistical Review (Ottawa: Statistics Canada, 1971), Cat. 11-004. 
” Statistics Canada, Cat. 62-002, op. cit. 
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Table 3 


IMPLICIT PRICE INDEXES 
IN GROSS NATIONAL EXPENDITURE — 1961 - 1971 


Residential Non-Residential Gross National 

Construction Construction Expenditure 
1961 heciae ens so ete ee 2 100.0 100.0 100.0 
US QOS ver cele siete © Searches nics 100.0 100.9 101.5 
| Ts PGE aaa ae a re T0272 103.1 103.3 
TIGA. Mek eie tee 8 CMa Care sa 106.9 104.3 106.0 
Bey Sees hee cit vcnc tease aly aes be Te2-3 110.4 109.0 
BGO vie iv, ach oso acca aos 119-2 1 Wet 114.5 
PIG E Fa te asta eee eae ¢ 126.6 118.2 118.4 
POG GLEN ae <tinhc&, cic Qe enat ake 129.2 12081 | Bae Age 
1S EON OR oer eee Te ee 136.0 WG 12873 
Pe Paes eee oe ae eee 140.5 i RE Ne al? 133.6 
BimOuaricr OU a. aaa: 150.2 141.5 13815 


Source: Statistics Canada, Cat. 13-001, National Income and Expenditure Accounts (Ottawa: 
Statistics Canada, 1971). 


Table 4 


INDEXES OF COSTS OF PRODUCING A SINGLE-DETACHED 
DWELLING UNDER THE NHA — 1961 - 1970 


Construction Total Cost 

Land Cost per Adjusted for 

Cost Square Foot Size Changes 
fhe (ofl PE 4 pert ee 100.0 100.0 100.0 
POG. cere fae ines aes 107.0 98.3 99.3 
BOGS re eine ooh eo ee 114.3 99.0 100.9 
LOG Pee ee ae ae es 118.4 103.1 104.8 
L965 so ar pen wees tk ee 118.9 109.3 110.0 
LOGO eee ss eda as eRe ty 119.0 
ROG ye cian ox Ree 137.6 127-9 124.5 
Loss, 5 a aR ee a Rg 144.0 130.5 13322 
lJ FS arg ane eerie ah Dairy Lode 139.35. 143.7 
SOLOS Wada ain cu tutdn is wee 164.5 143.1 148.1 


Source: Canadian Housing Statistics, 1970 (Ottawa: CMHC, 1971), Table 112. 


Table 5 

PRICE INDEXES OF PRODUCTIVE FACTORS — 1961 - 1971 
Building Materials Wage Rates Composite Indexes 

Non-Resi- All Wage Rates Plus: 

Residential dential Construction Residential Non-Resid. 

BIOL 5 danaree ha 100.0 100.0 100.0 100.0 100.0 
WO2#. . Veiee sacs 100.7 99.1 104.4 10235 101.5 
BOS rita culos whee 104.1 101.8 108.1 106.0 104.6 
CL eee ee 109.5 106.6 i335 EYEss 109.5 
AS] Se a saa 115.8 iW bee) 118.6 bipet 114.7 
B00. fon eee 120.5 115.4 128.1 124.2 1 
BOG ee 12523 117.8 140.8 132.8 128.2 
DIGS cus kastes, 132.1 120.7 152.5 142.0 13531 
OB ica eee cea 139.2 126.1 164.5 151.4 143.3 
TIO es ee 137.6 129.5 188.7 162.2 156.1 
December 1971... 149.1 136.3 P29 aN 184.0 174.6 


SOURCE: eco Canada, Cat. 62-002, Prices and Price Indexes (Ottawa: Statistics Canada, 
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In spite of their diverse content, these five sets of data all tell the same 
story. Inflation in the housing sector and the construction industry has been 
more serious than in any other part of the economy (with the exception of 
the government sector). The rates of increase in the various indexes since 1965 
and particularly in the last several years are cause for concern particularly 
when we recall the strong measures taken by the federal government to control 
inflation and the social costs imposed as a result. 


The Impact of Rising Production Costs 
on Housing Prices Generally 


There is a close relationship between the markets for newly produced 
houses and the markets for existing houses. Chart 2 shows price movements 
over the past decade for new and existing houses in Canada and in the three 
largest cities. The figures for new houses are estimates by builders under 
National Housing Act (NHA) financing.* The figures for existing houses are 
real estate prices quoted by the Multiple Listing Service of the Canadian Asso- 
ciation of Real Estate Boards.® The Chart shows that prices of existing houses 
have moved parallel to prices of new NHA houses. In Vancouver, Toronto 
and Canada as a whole, the absolute dollar amounts for new and existing 
houses have remained within a range of one or two thousand dollars. 

Further evidence on the relationship between the markets for new and 
for existing houses comes from the 1961 census. For the entire stock of houses 
as of 1961, householder’s estimates of the value of their dwelling are available 
from the census.!° Chart 3 shows the distribution of values for houses built 
during four periods: prior to 1920, 1920 to 1945, 1946 to 1959, 1960 and 
1961, and the distribution of costs of NHA houses built in 1961. These data 
show that even when the houses are fifteen or more years old, people’s estimates 
of the value of their dwellings follow closely the prices of newly-produced 
houses. 

The average price of NHA houses produced in 1961 was $14,800. 
The median value reported in the census for houses built 1960-61 was $14,200, 
and for houses built 1945-59, $13,200. At the same time, the average price 
paid for existing houses sold under the Multiple Listing Service in Canada 
was $14,900. These figures bear a close relationship to each other. Apparently 
they move together. 

On the basis of those relationships, it appears that the costs of new 
houses are a major influence on the prices of houses in general, despite the 
fact that they represent a very small increment in the total stock. The number 
of single-detached dwellings produced in a year in Canada is currently about 


8 Canadian Housing Statistics, 1970, Table 18. Also, Statistical Handbook (Ottawa: 
CMHC, periodical), pp. C-8 to C-18. 

® The Canadian Realtor (Toronto: Canadian Association of Real Estate Boards, 
periodical), data from Vol. 14, No. 2, Feb., 1968, p. 8 and Vol. 16, No. 2, May 
1970, p. 137. Also, Globe and Mail (Toronto), July 28, 1971, p. B1. 

©1961 Census of Canada, Population Sample (Ottawa: Statistics Canada, 1965), 
Cat. 98-505, Table ES. 
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75 thousand (a third of which are financed under the NHA). The total stock 
of single-detached dwellings in Canada is about 3.5 million (about 2 million 
of which have been built since 1945). Yet, the prices of new houses dominate 
the markets for all houses. 

Detailed data exist on the cost components of NHA houses. Those 
data are examined in detail below. Even though NHA houses represent only 
about a third of all newly produced houses and only a small fraction of the 
total stock, the repercussions of price movements in new dwellings on property 
values generally are sufficiently strong to warrant further consideration. 

Six sources of inflation in housing can be designated: land, labour, and 
material costs, interest rates, property taxes and growth in consumer demands. 
Some of these factors ——labour costs, material costs, interest rates, and 
aggregate demand — affect the various geographical areas in similar ways. 
Their influence appears in the data as changes through time, regardless of 
geographical area. Others of the factors land costs, property taxes and 
local demand — are specific to particular geographical areas. Their influence 
appears as differences among the areas. 

The influences of the various factor costs can be distinguished by com- 
paring their changes with changes in dwelling costs at particular times and in 
specific geographical areas. These are depicted in the graphs which follow. 

Changes over the past decade in the cost of new single-detached NHA 
dwellings are shown for Canada and sixteen metropolitan areas in Chart 4. 
The cost figures are estimates by builders financed under the NHA."! They are 
expressed in index form. 

The chief fact that emerges from Chart 4 is that all cities experienced 
a sharp increase in the costs of houses during 1966, and that all except those 
in Quebec and Newfoundland experienced another increase in 1969. In each 
instance, the index for Canada jumped 15 points. Aside from these dates, the 
Canadian average and many cities showed a creeping increase from 1961 to 
1965. The index for Canada rose about 15 points over this period. Canada 
and several of the cities showed virtually no change from 1966 to 1968, and 
from 1961 to 1971. 

Consequently, we are led to look for major nationwide events to explain 
the rises in 1966 and 1969 and for particular local events to explain the rises 
and falls in the various cities in the other years. The contrast between the 
Quebec and Ontario cities during the latter half of the decade is especially 
noteworthy. 


The Impact of Land and Construction Costs 
on Housing Costs Generally 


The only data available on the components of housing costs over the 
past decade are for NHA bungalows. For Canada as a whole, bungalows have 
consistently accounted for about 75 per cent of all NHA single-detached 


11 CMHC, Statistical Handbook, op. cit., pp. C-8 to C-18. 
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dwellings over the decade. However, for some markets, bungalows represent 
a much smaller proportion of the market. In Toronto, the proportion is about 
35 per cent of all NHA single-detached. Nevertheless, since these are the only 
consistent series of data available, they must be used. While the absolute dollar 
values associated with the statements concerning bungalows may not be valid 
for all single-detached dwellings, the ratios of dollar values are valid. The 
ratios for single-detached dwelling can be confirmed from CMHC statistics 
for the past two or three years. The figures for individual cities represent all 
loans made by the CMHC office located there, and are not restricted to the 
area of the city itself. 

Table 6 shows land costs, total dwelling costs, and the ratio of these 
two, for Canada and six cities over the past decade.!2 The key fact to emerge 
from the Table is that land costs have been a constant proportion of dwelling 
costs in all areas throughout this period, except perhaps for the final year 
shown, 1970. This same information is plotted with the use of a ratio scale 
in Chart 5. 

The constancy of land costs as a proportion of dwelling costs is particu- 
larly interesting in the case of Montreal where land and dwelling costs rose 


Table 6 


LAND COSTS AS A PERCENTAGE OF TOTAL COSTS 
FOR NEW NHA BUNGALOWS 


(Thousand Dollars) 
CANADA Halifax Montreal Toronto 

Land Total Ratio Land Total Ratio Land Total Ratio Land Total Ratio 
$ $ vA $ $ oa $ $ pa $ $ We 
4 ee Doig 1475-61 e £9 1 Be 13 Lads blouse cbs oe as ee ie 
ROO Lon so Zen Aga foe i eee AS.) pee ee ae” a m ike re ¢ 
WEOS se... a CLS EL 188 6258) IST eek SISO 45 S20) Pie 29 
Ih. Se Dee se Meee Oe Stent to Oe A aD” | TS Dato tees, 2ooe 
PIGS voces ss ee lOO elie 2 a ins Toe 2e5) Pp 15 526 LF 29 
1966...... Jenene Tete 0. L7G) M827 iG IR A) ca Pal 223 APS 
J Wie ge! Fes Comm I Ae an 6 Se Ly et Sa | |e Re he sf i eee A ae | 
MSGS: oy x 3.4 18:9" 18 2:1 “18/8 13 27h ato,0) 3 oo0 20.5 33 
TIG9 sd. 310) 20CS al SP nO AQ is Pia ea IN 2 Ree: ee aes Be 
Oe EET ee OF VIE BURY Wee me 1G Vs eo) ee ee a Bc HG Fb Re ee) a 

Winnipeg Edmonton Vancouver 

Land Total Ratio Land Total Ratio Land Total Ratio 
$ § Be $ $ oe $ § pA 
2) a Dae 1533 18 5 | 14.9 21 3.6 16.6 22 
NOD c's os 2.8 15.6 18 Se 1571 21 o26 Lio 21 
Co 2.9 NE Sof 18 crs 15.1 21 3.4 16.1 Zt 
642.7... a2 16.6 19 323 15.6 21 3.4 17.0 20 
BESO Stee as eee, Ne fe 19 325 16.5 21 35 18.3 19 
PIOO oa. ea 13.3 17 3.6 18.0 20 3.8 19.6 19 
Ss a Sime | 18.6 7 Si) 19.0 20 4.0 20.7 19 
WIGS 26 os os SEL. 19.6 19 4.3 19.7 22 4.5 21.8 zi 
PIO9. scone 4.0 21.6 19 4.6 22,1 21 5.6 23.9 23 
EO cw... 4.3 22.2 19 <3 2453 22 70 2552 28 

Source: Canadian Housing Statistics, 1963, CMHC, p. 80; Statistical Handbook, CMHC, 


pp. C-5S(a) and C-4(a). 


% Canadian Housing Statistics, 1963, p. 80; Also, Statistical Handbook, CMHC, 
pp. C-S(a) and C-4(a). 
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in some years and fell in others, but always in the same proportion. This 
behaviour suggests that building costs are established as a proportionate 
mark-up over land costs. Thus the effect of rapidly increasing land costs is 
augmented by a proportionate increase in the cost of the unit produced. 

The cost of land in some areas includes an amount which the developer 
pays for the installation of water, sewer and other community services. In 
other areas, such services are not included in the price of the lot, but rather 
are covered through local taxation. Differences in these practices account for 
some of the differences in land costs among the cities. Montreal, in particular, 
pays for lot servicing through local taxation. However, there have been no 
appreciable changes in the method of financing services over the past decade. 
About 65 per cent of lots for NHA single-detached dwellings in all of Canada 
have services that are fully paid by the developer. This percentage has not 
changed since 1961.18 

Figures on land costs and on construction costs per square foot, for 
Canada and six cities, are plotted in index number form in Chart 6. This 
presentation brings out clearly the differences among the cities in relative cost 
movements.!4 Increases in land costs have been very great in Toronto, Van- 
couver and recently Halifax and steadier in Winnipeg, Edmonton, and Canada 
as a whole. There were strong increases for land in Montreal until 1966 and 
then strong declines. Aside from Montreal, all the pronounced increases in 
land costs have taken place since 1966. 

By contrast to the land cost figures, the data on construction costs per 
square foot show little difference from city to city. In all cases, there has been 
a steady rise in construction costs, year by year since 1965. In the period 
1964 to 1968, construction costs per square foot increased at a somewhat 
faster rate than did land costs, except in Toronto. However, land cost increases 
dominated the picture during the periods 1961 to 1964 and 1969 to 1970. 

As construction costs per square foot continued to rise, builders tended 
to keep the total cost of the dwelling from rising a proportionate amount, 
reducing the size of the house. This pattern is shown in Chart 7. The adjust- 
ments made in the floor area are particularly evident for Montreal. 

This examination of data on ‘the cost components of new NHA 
bungalows, leads to the conclusion that fluctuations in land costs have been 
accompanied by similar fluctuations in dwelling costs. Construction costs have 
exerted constant upward pressure, but their influence on total costs has been 
largely counteracted through reductions in dwelling sizes. 

Comparing the cost components of apartment units with those of 
bungalows leads to similar conclusions. CMHC cost data for apartments are 
available just for Canada as a whole and only for the period 1961 to 1967. 
The figures on land cost per unit, total dwelling cost per unit, the ratio of these, 
construction cost per square foot, the average floor area, are shown in 
Table 7.!° These data are plotted in Charts 8 and 9. 


13 Statistical Handbook, CMHC, p. D-8. 
14 Thid., pp. C-4(a) and C-S(a). 
18 Thid: p-C-2: 
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Table 7 
CHANGES IN COST COMPONENTS OF APARTMENTS UNDER NHA 
(Cost per Apartment Unit) 


Construction 


Land Total Land/ Cost Per Average 
Cost Cost Total Sq. Ft. Floor Area 
$ $§ x $ Sq. Ft. 
Deed. tte. a 1,259 9,770 13 9.44 864 
A ee re 1-025 9,720 12 9.58 860 
LU en L277 10,071 13 9.33 901 
Per INET si uiey eee 1,650 23215 13 10.77 928 
Pete te Fos. Pbk ALS 1,590 12,739 13 10.71 975 
LG, a ie ae a ae 1,901 [2,853 15 11.59 887 
een. Saki aoe a 1,853 13,523 14 12.09 911 


SouRCE: Statistical Handbook, CMHC, p. C-2. 


Land and total dwelling costs per unit, in dollar terms, are both lower 
for apartments than for bungalows. So is the ratio for land to total cost. But 
again, for apartments as for bungalows, the ratio has shown a remarkable 
constancy over the years for which data are available (although 1966 seems 
to be an exception). Land and total costs rise and in the case of 1962, fall 
together. Construction costs per Square foot increased over the whole period 
except for 1963. Sizes of dwelling units increased to 1965 and declined rather 
sharply thereafter. 

For apartments, both land and construction costs showed a large 
increase in 1964. These increases were reflected in total costs. In that one year, 
land costs rose by 30 per cent, construction costs per square foot rose by 15 
per cent, and total dwelling costs rose by 22 per cent. 

The other major increase took place in 1966. Land costs rose by 25 
per cent, construction costs rose by 10 per cent, but total costs did not rise. 
Rather, dwelling sizes were reduced by 10 per cent. 

Price movements in both land and construction seem to show similar 
trends for apartments as for bungalows. There is some indication that the 
changes appear earlier and the responses occur more sharply for apartments 
than for bungalows. Yet, the total effect over the years is similar. 


The Sources of Housing Inflation 
Demand Pull and Cost Push 


Besides affecting the prices of dwellings, movements in the cost com- 
ponents affect the volume of production (and vice versa). We noted above that 
the large increases in the total cost of bungalows took place in 1966 and 1969, 
with a gradual increase taking place from 1961 to 1965. The large increases 
in the component costs of apartment units took place in 1964 and 1966 (and 
Probably 1969). It is of interest to examine total production in these years. 
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Dwelling starts for single units (along with semi-detached and duplexes) 
and for multiple units (row houses as well as apartments) are plotted for Canada 
and three cities in Chart 10. A ratio scale is used. These data refer to all starts 
and not just to NHA financed dwellings.’® | 

It is apparent that the number of single, semi and duplex dwellings 
built in Canada as a whole has been steady at 80 to 90 thousand per year 
over the decade. There have been large fluctuations in individual cities. The 
number of multiple units, however, has shown substantial variation over the 
decade for all of Canada as well as for the cities. 

The volume of production of singles, semis and duplexes has been 
consistently higher in Montreal than in Toronto. Costs of dwellings have been 
lower in Montreal. The volume of production of multiples has been similar 
for Montreal and Toronto. 

Cost increases for single dwellings during the early 1960’s were accom- 
panied by steady production for Canada as a whole, and increases in production 
for the three cities. The sharp increase in costs during 1966 was accompanied 
by a minor decline in production for Canada as a whole, a substantial decline 
for Montreal, a levelling-off from a decline in the previous year for Toronto, 
and an increase for Vancouver. 

Increases in production and sales accompanied by increases in prices 
suggest demand-pull. This seems to be what happened in the markets for 
Montreal and Toronto until about 1965, and Vancouver until 1967. Declines 
in production accompanied by increases in prices suggests normal market 
behaviour. Demand falls with rising prices and increases with falling prices. 
This seems to be what happened for Montreal from 1965 to 1968, for Toronto 
from 1965 to 1971, and for Vancouver from 1967 to 1971. Declines in produc- 
tion accompanied by declines in prices suggest a weakening of consumer 
demand and cost-pull. This seems to be the situation in Montreal during the 
late 1960's. 

Cost increases for multiple dwellings during 1964 were accompanied 
by increases in production. This suggests demand-pull. Cost increases in 1966 
were accompanied by sharp declines in production. This suggests normal 
market behaviour. Substantial increases in construction costs during the late 
1960’s, as documented in Table 5 above, were accompanied by production 
declines. This again suggests normal market behaviour. 

Thus, in markets for both single and multiple dwellings, demand-pull 
seemed to prevail during the first half of the 1960’s. Costs increased sharply 
in response to strong demand. Cost-push seemed to prevail during the latter 
half of the 1960’s, and demand responded in the normal manner. Cost increases 
for land and construction were accompanied by declines in production as well 
as by reductions in the sizes of dwellings. 

To the extent that normal market conditions prevail, one would expect 
that a severe decline in demand would eventually influence land and construc- 


16 Canadian Housing Statistics, 1970, CMHC, Table 10; also Statistical Handbook, 
CMHC, pp. A-9 to A-11. 
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tion costs, and cause them to decline. To date, that has not been the case, 
except perhaps in Montreal. Costs are continuing to rise. As one off-setting 
factor, the construction industry is experiencing heavy unemployment, particu- 
larly in Toronto. 

However, total demand for housing has not declined as much as it 
otherwise would. During recent years, governments have augmented private 
demand to an increasing extent. CMHC “Aids to Low Income Groups” under 
sections 15, 40 and 43 of the NHA and their “Special Innovative Program” 
under sections 15 and 58, represented 3.6 per cent of total housing starts in 
1966; 5.1 per cent in 1967; 6.1 per cent in 1968; 11.8 per cent in 1969; 26.3 
per cent in 1970; and 13.8 per cent in the first half of 1971.17 These programs 
during 1970 represented 24.2 per cent of all starts in Vancouver; 40.2 per 
cent in Toronto; and 42.2 per cent in Montreal.18 

When costs are high, it is apparent that private demand for dwellings 
is low, but government demand is not low. Price corrections which might 
otherwise have occurred were prevented by government efforts to increase 
social housing production. That is not to Say that the emerging emphasis on 
social housing was a mistake. To the contrary, it was long overdue. But its 
application in 1970 worked at cross purposes with stabilization policy. Tight 
money was intended to cool off the economy to reduce competition among 
various sectors for society’s scarce resources. Housing was protected from 
that cooling off process and costs continued to rise. 

If housing prices are to be controlled only by supply and demand, 
then governments should not intervene and attempt to produce increased 
amounts of social housing when demand is falling and price corrections are 
occurring. On the other hand, if governments do not intervene to ensure that 
housing production remains at an adequate level, then shortages develop and 
vacancy rates drop. That happened, for example, in 1967 when tight money 
resulted in a vacancy rate in all metropolitan centres of 1.3 per cent, and in 
even lower vacancy rates in high growth centres. Those effects can be seen 
in Table 8. With shortages, prices rise. Builders rush back in when mortgage 
money is available. And another round of inflation sets in. 

If the federal government had not intervened in 1970 to finance the 
construction of 45,000 low income rental housing units, then at the end of 
1971 the vacancy rate in rental units would have been some 2.2 per cent lower 
than its December level of 3.8 per cent. 


The Effect of Monetary Policy 


Rates of interest on borrowed money are unlike any other prices. They 
Serve to bridge the gulf between the concrete present and the uncertain future. 
Interest rate changes have effects throughout the housing sector. They influence 
the profitability of holding land, the costs of building and marketing houses, 
the capability of families to finance purchases. 


" Statistical Handbook, CMHC, pp. H-33 and H-35. 
*8 Canadian Housing Statistics, ] 970, CMHC, Tables 7 and 55. 
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The pattern of interest rate changes over the past decade is shown in 
Chart 11. Large increases took place during 1968, 1969 and 1970. These, 
of course, are the years of the anti-inflationary, tight money policy of the federal 
government. A substantial decline in interest rates occurred during 1971, 
following a decline in Bank of Canada rates. 

Particularly important is the increase in the rates on private insured 
loans by approved NHA lenders. Until 1967 the permissible rate on such a 
Idan was controlled by regulation. In that year the rate was raised in order to 
attract more institutional money into residential mortgages. The alternatives 
would have been regulations requiring increased lending at a fixed rate or 
increased government lending. The effect was an increase of three per cent in 
interest rates on insured loans. 

The consequences of these changes in interest rates are particularly 
important for purchasers of new homes. The trend over the past decade in 
the total cost of a dwelling, and the average monthly payments necessary to 
finance and pay taxes on the dwelling are shown in Chart 12. Total debt 
service includes payments on principal and interest, plus property taxes. The 
data refer to NHA single detached dwellings. The basic data were tabulated 
above in Table 2. They are expressed in index number form here. 

The conclusion to be drawn from Chart 12 is that while the cost of 
a dwelling has risen appreciably over the past decade, the tax and mortgage 
payments needed to pay for this dwelling have increased much more. In 
particular, the increases were massive during 1968, 1969 and 1970 — the 
period of tight money. The cost of servicing debt on a new house has undoubt- 
edly been the major factor in dampening consumer demand during the past 
four years. 

Having imposed tight money to restrain inflation, governments become 
nervous when the easing of restraints appears to bring with it renewed inflation. 
In the housing sector, renewed price inflation is only to be expected. The effects 
of earlier high interest rates, built into thirty and forty year mortgages continue 
to be felt. Even with easier money, residential mortgage rates remain’ sticky. 

Most importantly, tight money merely displaces temporarily demand 
from our young, rapidly growing population. Production falls off and temporary 
Price corrections occur. Private demand then shows a resurgence, with the 
old pattern of demand-pull repeated. 


The Impact of Inflation on Ownership and Tenancy 


The most comprehensive information available on price changes en- 
countered by consumers is the Consumer Price Index published by Statistics 
Canada. It is comprehensive in that it describes all of the items which are con- 
tained in the budget of the typical middle income family. In particular, it 
describes the costs of maintaining existing housing as well as the costs of 
acquiring new houses. Moreover, it incorporates prices drawn from large 


 Ibid., Table 103. 
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samples of data. In the case of rents for dwellings, the price data come from 
monthly samples of 10,000 households. 

Yet, there are major questions concerning what the CPI is measuring, 
especially in connection with homeownership costs. For this reason the previous: 
discussion concentrated on CMHC data describing production costs for new 
dwellings. 

The housing component of the Consumer Price Index is currently 
running at higher levels than any other major component except for “bealth 
and personal care”. Housing is the largest component, having a weight of 32.2 
per cent in the CPI. The breakdown of the housing component by sub-groups, 
with the associated weights and levels of the index as of November 1971, is 
shown in Chart 13. 

“Housing”, with a level of 139.6 in November 1971, is high in relation 
to the CPI as a whole. The leading sub-group within the housing component is 
“shelter”. As can be seen from Chart 13, shelter has a weight of 17.9 in the 
CPI, and stood at 153.2 in November 1971. 

Shelter is divided into two sections: “‘tenant costs” and “homeownership 
costs”. Tenant costs, with a weight of 8.8, ran at the level of 123.3 in November 
1971. Homeownership costs, with a weight of 9.1, ran at the level of 180.3. 
Homeownership costs therefore require particular attention. 

Homeownership can be broken into five items: property taxes, mort- 
gage interest, repairs, new houses, and personal property insurance. The item 
“new houses” is an adjustment factor which approximates the replacement 
cost of annual depreciation. As can be seen from Chart 13, the levels of all 
of these five items are high. The item “personal property insurance,” at 229.1, 
is the highest of all. “Mortgage interest” at 204.9 is second highest. “New 
houses” at 181.2 is third. “Repairs” at 163.0 is fourth. “Property taxes” at 
160.1 is fifth. 

The trend over the past decade in shelter, tenant and homeownership 
costs, as well as the sub-items of homeownership, are plotted in Chart 14. Taken 
at face value, these figures are alarming, especially for the past year. 

However, some qualifications are in order. Four of the five items under 
homeownership — personal property insurance, mortgage interest, repairs, and 
new houses — are not in fact directly observed by Statistics Canada. Rather, 
the price changes for them are derived from the composite series of wage rates 
and material costs that was cited above in Table 5. The homeownership price 
figures are constructed by Statistics Canada by means of adjustments to this 
basic series. The composite index of wage rates and construction materials itself 
gives rise to questions concerning validity. In any case, it has shown strong 
increases during the past few years. It is, to a large extent, just these movements 
in wages and material prices that are appearing in the homeownership com- 
ponent of the CPI.° 


20K. Kemp, “Developments in Price Statistics for New Residential Construction,” 
Canadian Statistical Review (July 1970), p. 4. Also, K. Kemp, Price Indexes for 
Residential Construction (CMHC, unpub. manuscript, April 1971). 
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Consequently, on turning to the CPI for information on changes in the 
costs of maintaining existing housing, what we discover substantially is changes 
in the costs of inputs for new construction. We remain virtually in ignorance as 
to how homeownership costs for existing dwellings have actually changed, 
although we have noted the strong correlation between the prices of new and 
existing units. 

The second sub-group of shelter in the CPI, is tenant costs. There can 
be little doubt that the tenant sub-group is a valid statement of what it purports 
to measure. However, some care is needed in understanding what that is. 

Rents are reported to Statistics Canada each month by about 10,000 
households from among those that appear in the Labour Force Sample Survey. 
Any given household remains in the Labour Force Survey for six consecutive 
months. The rental component of the CPI is constructed from changes in rents 
that occur from month to month for households in which the physical facilities 
remain strictly unchanged. It is only increments in rents that are considered, 
and these are linked together month by month to establish the index. 

The CPI does not measure changes in the absolute value of average 
cash rents. The average value of rents, say in a given city, changes through time, 
first, because of pure price changes, and secondly, because of qualitative 
changes in the physical amenities of the accommodation. It is only the first of 
these aspects that the CPI attempts to describe. 

Yet, over a period of years, there are substantial changes in the rental 
stock. There are changes in the frequency of inclusion of stoves, refrigerators, 
Janitorial services, laundromats, doormen, swimming pools, garages, storage 
space. There are changes in payment practices for fuel, light, water, telephone 
and taxes. There are shifts in types of accommodation — in Vancouver, for 
instance, 58 per cent of tenants lived in apartments at the time of the 1961 
census, but 72 per cent lived in apartments by 1966.2! There are changes in 
transportation facilities with the addition of subways and expressways, so that 
even the location factor shifts in significance. Because of the many qualitative 
dimensions which themselves exhibit change, average cash rent figures over 
time become quite ambiguous in their meaning. 

The difference between measures of pure price increments and measures 
of changes in average rents is large. Figures on cash rents have been published 
from time to time by Statistics Canada and other agencies. However, because 
of the doubtful meaning of the figures, their publication is discontinued. 

The difference in behaviour between the average cash rent figures and 
the CPI rental index for Canada and three cities is shown in Chart 15. Both 
sets of information come from the same source — the Labour Force Sample 
Survey. The CPI shows the month by month linkage of pure price changes. 
The cash rent figures are averages over all households in April of the year 
Shown. The published figures on cash rents are available only to 1965 for the 


*1 1966 Census of Canada, Households and Families (Ottawa: Statistics Canada, 
1969), Cat. 93-607, pp. 43-2. 
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three cities, and to 1968 for Canada as a whole.?? Compared to the Consumer 
Price Index, the cash rent figures show a much larger increase. For Canada in 
1968, the CPI rental index stood at 111.8 and the average cash rent index 
stood at 132.7. The difference is due to qualitative changes in the rental stock . 
over the period since 1961. 

Which set of information on rents is the more relevant to an under- 
standing of inflation in the housing sector? In spite of their ambiguity in 
meaning, it is something close to the average cash rent figures, incorporating 
both pure price and qualitative changes, that motivates consumer behaviour. 

The Consumer Price Index provides valuable information on price 
changes. The homeownership component, however, seems to be somewhat 
overstated, being biased upwards by the wage rate and material cost figures. 
The rental component, on the other hand, is understated in relation to the price 
(and quality) changes encountered by consumers. In any case, the message 
comes through clearly: the price increases for housing faced by consumers 
during the past half decade have been inordinately large. 

Shifts in homeownership costs relative to rental costs can be expected 
to bring about shifts in tenure patterns. The best indicator of changes in home- 
ownership costs is the CMHC information on average monthly gross debt 
service (payments on principal, plus interest, plus taxes) for new single-detached 
NHA houses. The best indicator of change in rents is the previously discussed 
information on average cash rents. These two indicators for Canada as a whole 
are plotted in Chart 16 where the CPI rental index for the more recent years 
is also included. 

It is apparent from Chart 16 that until 1967 changes in the cost of 
renting closely matched changes in the costs of owning a new home. In recent 
years, renting has become much more attractive. 

Changes of this magnitude could be expected to affect different groups 
of people in different ways. In particular, one would anticipate repercussions 
on the low income population. To establish a basic frame of reference, data 
from the 1961 and 1966 census and the 1967 Household Facilities Survey of 
Statistics Canada are reviewed. 

The change from 1961 to 1966 in the proportion of all households who 
are renters, for Canada and the four largest cities, is shown in Chart 17. The 
proportion of renters has always been relatively high in Montreal, but it 
remained unchanged from 1961 to 1966. For the other cities and for Canada 
as a whole, the proportion increased by a few percentage points during the 
early 1960’s. 


22 For average cash rent figures by city, see CMHC, Canadian Housing Statistics 
1966, Table 101. For cash rent figures in dollar terms for Canada as a whole, see 
Task Force on Housing and Urban Development (Paul Hellyer, Chairman), 
Report (Ottawa: Information Canada, 1969), p. 18. For cash rent figures in index 
terms for Canada as a whole, see L. Smith, “A Bi-sectoral Housing Market 
Model,” Canadian Journal of Economics (Vol. 2, No. 4, Nov. 1969), p. 559. 
For the CPI, see Statistics Canada, Cat. 62-002, Prices and Price Indexes (Ottawa: 
Statistics Canada; monthly). Note that the CPI shelter indexes for individual cities 
include only the rental component. 
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Larger shifts took place in the type of accommodation. The change 
from 1961 to 1966 in the proportion of all renters who live in apartments, for 
Canada and the cities, is shown in Chart 18. The change is about 7 per cent 
for Canada as a whole, and larger for Toronto and Vancouver. In this context, 
an apartment is defined as any dwelling situated above or below another 
dwelling. Consequently, it includes low rise as well as high rise buildings. 

Rather profound differences in tenure are seen among the age groupings. 
The changes from 1961 to 1966 in the proportion of all households who are 
renters, classified by age of household head, are shown in Chart 19. Households 
with heads under 25 years tend to be predominately renters, and became more 
so during the early 1960's. The other large shift was among the elderly. 

The pattern of tenure among income groups is shown in Chart 20. 
These data pertain to 1961 and to non-farm households. Renters are more 
frequent among households in the second and third quintiles, although the 
range of difference among the first four quintiles is only about 10 per cent. A 
comparison of the 1961 census data with the 1967 Household Facilities Survey 
data shows a drop in ownership in the first quintile, from 65.6 per cent in 1961 
to 61.9 per cent in 1967. The other four quintiles remained virtually unchanged. 

The distribution of values of dwellings for the various quintile groups 
is shown in Chart 21. These data indicate something about the quality of the 
dwellings owned by the different quintiles. The data are for non-farm house- 
holds in 1961. The median values of the distribution range from $6,000 for 
dwellings owned by the first quintile, to $16,000 for those owned by the top 
quintile. These data cast some light on the phenomenon of “filtering”. 

When the results of the 1971 census become available, comparisons 
can be made of the distributions of values of dwellings for the quintile groups 
and of changes over the past decade among them. Information is available on 
the distribution of new NHA dwellings by quintile groups over the past decade. 
As noted above, in connection with Chart 3, the distribution of values of existing 
dwellings bears a close relationship to the distribution of values of newly con- 
structed dwellings. 

For Canada as a whole, Chart 22 shows that the top three quintiles 
received all but 1.5 per cent of new NHA single-detached dwellings in 1961, 
and all but 0.7 per cent in 1963.23 In other words, virtually all new houses were, 
and continue to be, received by the richest 60 per cent of families and individ- 
uals. The split among the top three quintiles appears to have shifted somewhat 
in favour of the fourth quintile since 1961. Thus, 20 per cent of the population 
now receives 53 per cent of the new houses. On this evidence, we can conclude 
that homeowners in the bottom two quintiles are neither worse nor better off 
than they were in 1961. 


*3 Quintile limits are defined for the distribution of incomes for all families and 
unattached individuals, taken together, for Canada as a whole. The limits for 
1961 are available in Statistics Canada, Cat. 13-529, Income Distributions 
(Ottawa: Statistics Canada, 1969), p. 78. The limits for 1969 were calculated from 
Statistics Canada, Cat. 13-542, Income Distributions 1969, Preliminary Estimates 
(Ottawa: Statistics Canada, 1971), pebie 
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Chart 22 also shows the distribution of new houses by quintile groups 
for the three largest cities, as of 1969. The income limits for quintiles are those 
defined for Canada as a whole, since income data are not available for specific 
cities. In these three cities, all new houses are received by the top three quintiles, » 
and in the cases of Vancouver and Toronto, almost all go to the top two 
quintiles. 

In summary, the evidence on changes in tenure patterns shows some 
shift from ownership to rental during the first half of the decade, especially in 
Vancouver and Toronto, and for the young and the old. It shows a shift from 
house rental to apartment rental. It shows a shift to more rental in the first 
quintile. It shows a shift in favour of the fourth quintile among owners who 
receive new NHA houses. 

The data considered on tenure patterns, however, suffer from two 
drawbacks. Either they pre-date the large price increases that occurred during 
the late 1960's, or else they refer only to new dwellings. A more penetrating 
look at the consequences of inflation is possible with the Family Expenditure 
data to which we now turn. 


Housing Expenditure Patterns 


Information concerning what consumers actually spend for each item 
in their budgets has been collected by Statistics Canada on several occasions. 
The most recent Family Expenditure Surveys refer to the years 1964, 1967 and 
1969.** Only large cities were included in 1964, but all sizes of communities 
were covered in 1969. 

Changes over time in the proportion of the family’s income that was 
spent on shelter, for various income groups are shown in Chart 23. “Shelter” 
in this context means the rental or ownership expenses for the bare physical 
shell of a dwelling, plus expenses for utilities. It does not include such related 
expenses as the costs of furnishings or the costs of household operation. 

The comparison in Chart 23 is for families and single individuals in 
cities with populations larger than 100,000 people. The quintile limits are 
established by considering the number of family units ranked by income, and 
then partitioning these units into five groups. The income figures which define 
the quintiles are shown in Chart 23. These figures, of course, change from year 
to year as incomes rise. Since the data available to us were already grouped 
into income intervals of $500, it was not possible to define perfect fifths of the 
population. The actual percentage of family units contained in each group was 
as follows: 


24 Urban Family Expenditure, 1964 (Ottawa: Statistics Canada, 1968), Cat. 62-527. 
Urban Family Expenditure, 1967 (Ottawa: Statistics Canada, 1971), Cat. 62-530. 
Statistics Canada, unpublished Tables from Family Expenditure Survey, 1969. 
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Percentage of Family Units 


1964 1967 1969 
First Quintile 21.0 18.3 18.7 
Second Quintile 18.0 17.9 Z0 
Third Quintile 25.4 22A) 17.8 
Fourth Quintile 23.0 Wen bes 19.6 
Fifth Quintile 125 26.6 22.9 


The conclusion to be drawn from Chart 23 is that there are large differ- 
ences among the income groups in the proportion of income spent on shelter. 
The top quintile currently spends 12 per cent on shelter. The bottom quintile 
spends 34 per cent. Moreover, while the proportions have remained virtually 
unchanged over the years 1964 to 1969 for the four top quintiles, the situation 
has steadily worsened for the lowest quintile, going from 29 per cent in 1964 
to 34 per cent in 1969. The costs of shelter have become progressively more 
burdensome for the poor. 

Just how burdensome are current expenditures for shelter, food, and 
the other items in the budget, can be seen from Chart 24. In order to sustain 
itself, a family can draw upon its accumulated wealth, as well as upon its annual 
flow of income, the family can draw upon its assets — bank account, stocks 
and bonds, money owed the family, value of its business. Or it can incur 
liabilities — borrow money in the form of instalment credit, bank loans, private 
loans or mortgages. (The Statistics Canada expenditure data include no allow- 
ance for depreciation on assets.) 

The net change in liabilities and assets as a proportion of income for 
the various quintile groups during the years 1964, 1967 and 1969 is shown 
in Chart 24. The conclusion that emerges is that over these years, all quintile 
groups have found progressively greater difficulty in saving. However the situa- 
tion is worsening substantially for the low income groups. Families in the first 
quintile during 1964 incurred net liabilities amounting to 5 per cent of their 
incomes. During 1969, they incurred net liabilities amounting to 12 per cent 
of their incomes. Increasing shelter expenditures have been among the chief 
sources of pressure on the budgets of the poor. 


Summary 


Inflation in the housing sector and in the construction industry has been 
more serious than in any other part of the economy, except the government 
sector. It is led by high prices for newly constructed housing, which set the 
Price pattern for all housing. New unit prices have been rising under pressure 
from increasing component costs. Land costs have increased by 65 per cent, 
labour costs by 89 per cent over the last decade. Rising construction costs have 
been offset by reduced unit sizes and smaller square footage. Increased land 
costs are perhaps the most critical, as builders appear to treat building cost as 
a mark-up on land costs. 


92 


Cost increases appear to have been initiated during the mid 60’s by 
demand-pull and continued as a result of cost-push. Government stimulation of 
social housing activity in 1970 had the effect of preventing serious shortages 
of rental housing, but also short-circuited any price corrections which would » 
have resulted from the constriction of the money supply. 

Increased costs are pushing homeownership out of reach of new house- 
holds. Average cash rents increased less than ownership costs, although they 
too continued to rise, at a rate of 5.2 per cent per year. That slower growth 
rate has resulted in most new urban housing produced being in rental form. 
Noticeable shifts have taken place in the proportion of young people and of 
the elderly who are homeowners. 

The brunt of increased housing costs we been borne by the low income 
group. Fewer of them can afford new housing. They are paying higher propor- 
tions of income for shelter than they did five years earlier. That increased 
expenditure cannot be met out of income and is leading to net dissaving by them. 
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CHART 8 


NHA APARTMENTS COMPARED WITH NHA BUNGALOWS 
TOTAL COST AND LAND COMPONENT PER DWELLING UNIT 


Source: CMHC, Statistical Handbook, p.C-2 
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CHART 10a 


SINGLE, SEMI-DETACHED AND DUPLEX DWELLING STARTS - 1961-1970 
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CHART 10b 


MULTIPLE-UNIT DWELLING STARTS 
= 1961-1970 
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Sources: 


CMHC, Canadian Housing Statistics 1970, Table 10; 
CMHC, Statistical Handbook, pp. A-9 to A-ll 
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CHART 17 


PROPORTION OF ALL HOUSEHOLDS WHO ARE 
RENTERS = BY CITY = 1961 and 1966 
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source: Statistics Canada, Cat.93-607, Table 43 


CHART 18 
% PROPORTION OF ALL RENTERS WHO LIVE 
IN APARTMENTS - 1961 AND 1966 
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CHART 9 


PROPORTION OF ALL HOUSEHOLDS WHO ARE RENTERS - 


BY AGE OF HOUSEHOUD, BEAD ool vanadyl 966 


Sources: Statistics Canada, Cat. 934530, 
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CHART 20 


OWNERSHIP COMPARED WITH RENTAL BY QUINTILES — 1961 


Source: Statistics Canada, Cat. 98-505, 


Gensus of Canada 1961, Table El-1 and E2=1 
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CHART 23 


PROPORTION OF INCOME SPENT ON SHELTER BY QUINTILE GROUPS - 


ALL FAMILIES AND INDIVIDUALS IN CITIES OVER 100,000 - 
1964, 1967, 1969 
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INCREASE IN LIABILITIES OR ASSETS AS A PROPORTION OF INCOME - 
ALL FAMILIES AND INDIVIDUALS IN CITIES OVER 100,000 - 
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Chapter 4 


Housing and the 
Institutions of Government 


The Federal Perspective 


THE FRAMEWORK OF NATIONAL POLICY 


Professor D. V. Donnison, a leading English housing expert, has 
outlined three general approaches to housing policy taken by European govern- 
ments: the assisted free market approach; social housing programs combined 
with free market production; and comprehensive housing policies.! The first 
he identifies with countries in the early stages of urbanization and industrializa- 
tion (Turkey, Greece and Spain), the second with more advanced industrial 
societies (Great Britain, Switzerland), and the third with countries like Sweden, 
France and Germany, which, while no more advanced industrially, have passed 
through the social housing policy stage to deal comprehensively with housing 
problems. 

The goal of the assisted free market approach is to increase total produc- 
tion. By way of incentives and institutional reform, government attempts to 
channel more funds into housing without concern for the distribution of the 
new housing produced. Techniques such as income tax subsidies, mortgage 
insurance schemes, the creation of special mortgage lending institutions, and 
even direct government lending, redound to the benefit of those who need help 
least. 

Under social housing systems, the state continues to rely on an unreg- 
ulated private market to serve those who can afford it and intercedes only to 
help those who cannot. 


In these countries government’s principal role is to come to the aid of 
selected groups in the population and help those who cannot secure 
housing for themselves in the ‘open market’. Its operations are designed 


1D. V. Donnison, The Government of Housing (London: Penguin Books, 1967), 
pp. 93-112, passim. 


126 


to meet particular needs and solve particular problems; and, whether 
they consist of building, lending, subsidy, rent controls or other 
measures, these operations are regarded as exceptional ‘interventions’ 
— often temporary interventions — within an otherwise ‘normal’ sys- 
tem. Thus government is not assumed to be responsible for the housing 
conditions of the whole population, except in the negative sense of 
enforcing certain minimum standards for the protection of public 
health, and it is not expected to prepare and implement a long-term 
national housing programme. These generalizations are too crude to 
do justice to the complex and changing policies of the countries named. 
The United Kingdom, for example, adopted a rather different pattern 
during the years immediately after the war — when the government 
controlled all building and was responsible, through the local author- 
ities, for 80 per cent of the housing programme — and she now appears 
to be moving again towards a more comprehensive system. Never- 
theless, the scope and time-scale of our government’s responsibilities 
for housing have always been more restricted than those of the policies 
it has adopted for the health services and for education. A ‘local 
housing authority’ is not responsible for preparing long-term forecasts 
of requirements in the manner that is expected of local education au- 
thorities and (more recently) of the health services, it is not required 
by law to have a chief housing officer, and the central government does 
not have a nationwide inspectorate responsible for maintaining nation- 
wide standards of service as it does in other fields. 


Most of the countries with long industrial histories and high living 
standards have followed a ‘social’ housing policy at some stage of their 
development. But since the Second World War several of them have 
extended their commitments to a point at which they can no longer be 
regarded as ‘interventions’ within an otherwise ‘normal’ market; gov- 
ernments now shape and control this market to such an extent that their 
pee responsibilities have assumed a national or ‘comprehensive’ 
orm. 


This phase arises when industrialization and the growth of cities have 
reached a point at which considerable savings can be mobilized for 
house building, good urban living standards are in demand throughout 
the country, labour is fully employed and additional resources cannot 
be diverted to the housing programme without compensating cuts in 
other sectors, and government itself has a well trained and reliable 
body of administrative and technical staff at central, regional and local 
levels. Since the countries with ‘social’ housing systems have attained 
this level of organization, these conditions alone are insufficient to 
account for the pattern of responsibilities to be discussed. To these 
conditions must be added a constructive sense of crisis, derived from 
severe housing problems and a determination to solve them.? 


In Canada, we have had a social housing program, on paper at least, 
since 1949. In practice, a minimum of funds or effort were expended on social 
housing programs until the last three or four years. Before 1969, reliance on the 
assisted free market was as strong in Canada as it was in Turkey or Spain. And 
although there has been an increase in social housing investment, government 
emphasis continues to be on programs and structures to cajole private money 


2 Ibid., pp. 93-4. 
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into the housing market. Government housing efforts continue to operate 
without a policy context to balance, blend, and direct the social housing and 
market oriented housing thrusts. 

Federal efforts in the general housing field began with the Dominion 
Housing Act, 1935, which enabled the federal government to make loans for 
upper and middle income housing jointly with financial institutions. 


The objective of the legislators of that day was primarily the relief of 
unemployment; one might say that the Federal Government fell into 
the housing field accidentally in an endeavour to assist the country out 
of the difficulties of the hungry thirties.* 


The seemingly unplanned incursion into housing was extended in 1938 
when the National Housing Act was passed and the first sortie into the field of 
low income housing was made. The Act — which mirrored the U.S. legislation 
passed between 1934 and 1937 — authorized the Minister of Finance to make 
low interest loans to local housing authorities (including provinces, municipali- 
ties, and local groups) who would provide housing with fixed low rentals for 
low income families. Municipalities were required to limit tax levels on the units 
and thereby subsidize them. 


No units were produced under the legislation because of provincial 
delays in enacting necessary complementary legislation and because 
of wartime economic conditions . . . The wartime expansion of Cana- 
dian industry which started in 1940 produced demands for industrial 
workers which exceeded the supply in many localities and population 
shifts were necessary to support the war effort. Thus new housing at 
critical centres also became an essential part of the war effort. No one 
at that time was firmly convinced that the mushroom expansion would 
continue as a permanent part of our cities, however, and the investment 
in housing which was necessary to support it seemed to many a poor 
risk. The Federal Government, faced with such a dire need, overcame 
its reluctance to provide state-owned housing. Through the agency of 
Wartime Housing Limited, one of the Crown companies created by 
C. D. Howe, and using monies appropriated for the Department of 
Munitions and Supply, the government embarked on a program for 
the construction of inexpensive housing considered at that time to be 
temporary in character. In that five years from 1941 to 1945 over 
19,000 housing units were constructed and psychologically Canadians 
crossed the hurdle of an almost universal abhorrence of the idea of 
state-owned housing. The flow of returning veterans, most of them 
clamouring for housing, started in 1945. By then, government had 
realized from its wartime housing experience that direct action could 
put housing into place to serve a particular need, and the wartime 
housing agency was pressed into service to build houses for veterans. 
Between 1945 and 1949 more than 27,000 houses were thus 
constructed.4 


3 A. D. Wilson, “Canadian Housing Legislation,’ Canadian Public Administration 
WVol. 2,:1959), p?219: 
* Ibid., pp. 220-21. 
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In 1944, with the war apparently won, the government began planning 
for the return to peacetime conditions. The report of its Advisory Committee 
on Reconstruction was published in March of that year. The Committee con- 
templated a sequence of: 1946-7 reconversion and contraction; 1948-50 . 
re-equipment boom; 1951 economic peak; 1952-4 rapid economic decline.® 
Housing, according to the Committee, should be used as an anti-cyclical stabili- 
zation tool, with production geared up in times of economic contraction and 
slowed down in boom times. 


Construction work in the housing field can be of particular importance, 
both in providing employment opportunities for men demobilized from 
the armed forces and for men released by war industries, and as a 
productive vehicle for both public and private investment, such as will 
be needed for a full employment policy under peacetime conditions.® 


The Committee examined housing need in the country and set target 
goals reflecting that need, including a goal of 50,000 units in the first full post- 
war year, about one-third of which would be low income housing." 

Housing was still considered as an economic lever, to control employ- 
ment and growth, but balanced in that consideration was an attempt to analyze, 
measure, and begin to meet low income housing need. That attempt to plan 
for housing has not been matched to this day. 

In order to expedite the provision of low rental housing, the legislation 
was amended in 1944 to introduce federal assistance for slum clearance, if the 
cleared area was to be used for a low rental housing project. 

In 1946, Central Mortgage and Housing Corporation was established 
to administer the National Housing Act. It inherited from the National Housing 
Administration of the Department of Finance responsibility for the administra- 
tion of joint loans, the wartime conversion plan, the home improvement 
guarantee program, and the wartime emergency shelter regulations. The next 
year it assumed the management of all completed Wartime Housing units. 

Why was the Corporation created and the housing function shifted 
from Finance? 


The form of organization chosen to propel Canada’s postwar housing 
production was very familiar to the Minister of Reconstruction and 
Supply, Right Honourable C. D. Howe. Under wartime conditions a 
number of Crown Corporations had shown their capacity to deal with 
urgent tasks, with the initiative and muscle not always available to 
government departments. 

In a crisis it had seemed best to set a clear objective, provide the neces- 
sary funds and appoint a strong management with reasonable freedom 
of action and a detachment from government and politics. In this crisis 
the objective was clear: a lot of housing, quickly... 

During 1946 the management of Wartime Housing Limited came into 
closer relationship with CMHC while it continued to bring houses to 


® Report of the Advisory Committee on Reconstruction, March 1944, Volume IV, 
p2l30: 

8 Ibid. 

tihids pst54: 
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completion for the use of veterans’ families. In 1947 CMHC took over 
the management of the 26,000 houses and embarked upon the program 
of Veterans’ Rental Housing which produced another 25,000 houses in 
the next three years. 


By 1949 CMHC was... the landlord of more than 40,000 families in 
50 communities across Canada; there was some feeling that once the 
nation’s obligation to veterans had been fulfilled this was not an entirely 
desirable role for a Federal Government Agency and, anyway, many 
of the veterans expressed an interest in owning the houses they lived in 
and so becoming a more normal part of the suburban population. There 
were some who doubted the wisdom of selling this large stock of 
publicly-owned housing that might prove to be an important asset in 
dealing with the future needs of low income families. But the future 
was not clear and, after all, the wishes of the veterans themselves had 
to be respected. So this widespread rental property was gradually dis- 
posed of. 


The success of the program certainly fulfilled Mr. Howe’s expectations 
of what could be done by a Crown Corporation with the independent 
authority to do business with municipalities, with builders and with 
tenants.® 


Repeated attempts were made to increase private production. In 1946, 
the Corporation was enabled to give buyback guarantees to speculative builders 
who would build houses for sale to veterans. In 1948, provision was made for 
guarantees to rental developers. At the same time, the residual lending position 
of CMHC began to develop. In 1946, it was empowered to make direct loans 
to primary industries for housing. In 1947, the present section 58 was added, 
permitting the making of direct loans if a joint loan was not available from a 
lending institution. 

In 1949, concerned with the growing federal role in housing and its 
cost implications, the government introduced the first provisions permitting 
subsidized public housing under a federal-provincial partnership. 

Since that time, there have been three major legislative developments 
and three major administrative policy shifts arising from political decisions. 
The major legislative changes were: the 1954 amendment permitting the 
Corporation to insure loans by approved lenders for middle income housing, 
the 1956 and 1964 amendments broadening the scope of urban renewal, the 
1964 changes® permitting public housing loans to provinces and municipalities 
as a substitute for the partnership approach. 

The 1954 legislation has been eminently successful. Since that time, 
more than 60 per cent of the units built under the NHA were built under the 
insurance provisions. CMHC’s major role has been that of an approving 
authority for insured loans under those provisions. The 1964 legislation put 
the Corporation in a similar position for public housing. The CMHC role 


8 Housing in Canada, Supplement to the 25th Annual Report of CMHC, pp. 9, 11 
and 12. 

9 Section 40 provided for a joint Federal-Provincial partnership for public housing 
with a 75-25 per cent split of costs; section 43 (passed in 1964) provided a loan 
for 90 per cent of costs to provinces or municipalities. 
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changed from that of initiator, developer and partner to that of banker, 
approving loans of public funds for specific projects. 

The three major administrative policy shifts were the development of 
a large-scale direct lending role in 1957, the sudden growth and then winding 
down of the urban renewal program from 1965 to 1969, and the shift in em- 
phasis in direction and scale of direct lending for social housing from 1969 
to date. 

The economic slowdown of the late ’50’s, the drying up of funds for 
residential construction, and continuing urbanization of the country compelled 
the government of the day to pour public funds into housing in 1957. The 
decision represents the first use of housing as a major stabilization tool. That 
role has had tremendous importance in the development of CMHC as an insti- 
tution. The Department of Finance has come to rely on it to play that role and 
has depended on its ability to deliver housing starts quickly. This has reinforced 
the Corporation’s close liaison with the building industry. 

It has also resulted in substantial profits to the government from the 
Corporation’s lending activities. CMHC borrowed from the Bank of Canada at 
the government borrowing rate and lent to the public at almost market rates. 
This ensured the financial stability of the agency and freed it from the close 
Treasury Board scrutiny that other public corporations like Air Canada and 
the CBC experience. The preservation of that freedom has become an institu- 
tional goal and has affected program development and mix. 

Public and builder reliance and dependence on CMHC loans has con- 
tinued, and the federal government has been a major source of housing funds 
ever since. Direct lending has equalled slightly more than half the units ap- 
proved under the insured loan provisions. 

Here again the Corporation’s role has been that of a banker, approv- 
ing or rejecting individual applications in the same way any other institutional 
lender would. The great bulk of those loans have gone to the middle or upper 
income group, as have the loans made by other institutional mortgage bankers. 

From 1954 to 1968, lending for low income housing amounted to less 
than 20 per cent of public funds lent directly for housing, to 9 per cent of all 
funds lent for housing under the NHA during that time, and to about 4 per cent 
of all funds put into new housing. 

In 1969, on the decision of the Minister, R. K. Andras, that lending 
pattern was reversed.'! In that year, and in 1970, lending for low income hous- 
ing was about 80 per cent of all direct federal lending for housing purposes. 

CMHC, then, was created as a flexible, active, business-like crown cor- 
poration to get housing moving in a post-war housing shortage perceived of as 
a crisis. It inherited the existing housing banking functions as the necessary 


10 Canadian Housing Statistics, 1970, Table 99. 

11 Tt should be noted that the suspension of funding for new projects under the urban 
renewal program — the third major administrative policy shift — parallels the 
developing concern with the low income housing problem. The program was 
stopped because of the social dislocation it caused and because of rapidly rising 
cost levels. 
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tools and picked up others along the way, particularly its “residual” direct 
lending powers. When the perception of crisis passed and the insured lending 
program gained momentum, its major function became that of insurer and 
approving authority. In 1957, it developed a second major function: of housing 
loans to the upper and middle classes (a role which had existed only on paper 
until that time). In 1964, it took on its third major housing role: banker to the 
provincial housing corporations. 

In the last five years, and particularly the last two, the commitment of 
federal funds to low income housing programs has increased rapidly. Almost 
all the required capital is raised by the federal government, as are more than 
half the required subsidy payments. In 1969, CMHC lent $451 million for low 
income housing and in 1970 it lent $726 million for that purpose. That com- 
pares with an average annual lending of $12 million from 1946 to 1955 and an 
average of $42 million annually from 1956 to 1965. 

CMHC is responsible for developing and evaluating housing policy at 
the federal level and for planning and implementing greatly expanded social 
housing programs. It is clear that the Corporation’s role, and thus planning 
needs, have changed considerably over the years. Structural changes to under- 
take the new role, however, have simply been grafted onto the older structures 
not designed to implement a social housing policy. The remainder of this 
chapter examines the way in which planning and policy development for social 
housing is undertaken and the suitability of existing structures to implement 
social housing policy. 


The Development of Policy and Structure 


The administrative structure of Central Mortgage and Housing Corpora- 
tion has remained basically unchanged since its inception. Head Office has 
always been organized functionally, local offices geographically. The lack of 
change has had three important implications for the ability of CMHC to ad- 
minister an expanded social housing program: 

(1) a failure by the Corporation to respond to new functions and roles, 

(2) a failure to adopt new organizational forms and techniques, 

(3) a reluctance to engage in substantive innovation. 


What structural changes have occurred have been largely due to 
attempts to streamline the Corporation’s banking operations. 

Before 1949, the decentralized administrative structure of CMHC was 
complemented by an equally decentralized decision making process. Branch 
offices — responsible for direct negotiations with municipalities in the planning 
and construction of veterans’ rental units — developed close working relation- 
ships with local authorities that are evident to this day. 

1949, however, was a milestone in policy development. It was in 1949 
that CMHC stopped initiating projects; instead, in a complete policy turn-about, 
CMHC adopted the essentially reactive role it has retained to date. In Parlia- 
ment on February 19, 1949, the Prime Minister announced the policy change:!” 


12 Quoted in a letter, Minister to Prime Minister, February 23, 1949. 
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_.. In most of its aspects, housing is a function of property and civil 
rights, and property and civil rights fall within the jurisdiction of the 
provincial and municipal governments. Direct participation in housing 
development by the Federal Government is, therefore, limited by our. 
limited constitutional authority . . . Both constitutionally and prac- 
tically, low rental housing policy must be initiated either by the 
provinces or by municipalities empowered to do so by the provinces. 
We stand ready, at all times, to discuss this problem with any provincial 
government in an effort to work out satisfactory long-term arrangements 
between the municipality, the province and the Dominion. 


In an internal memorandum dated June 3, 1949, the cardinal principles 
to be maintained in discussions with the provinces were outlined:** 


(1) The role of the federal government was to be primarily financial, 
with CMHC lending technical assistance to the province, municipality, or local 
authority, as it was needed; 


(2) There was to be no direct federal construction and operation; and 


(3) Subsidized rental housing was now to be a joint federal-provincial 
matter, with the provinces determining whether or not municipalities would be 
asked to participate financially. The provinces were to appoint local authorities 
to whom powers of construction and operation might be delegated, but the joint 
owners were to retain control of those operations. 

The memorandum went on to suggest: 


The provinces have escaped very lightly over the last 3 or 4 years, and 
I am afraid the very activities of the Dominion for veterans has created 
the belief in the public mind that the Dominion is indeed the only 
authority who can provide public housing. Progress could be made if 
the thought could be got across that the Dominion accepts some finan- 
cial responsibility for public housing in an overall social security pro- 
gram, but is incapable of acting alone in the field. - 


The resulting legislation effectively cut the federal government off from 
direct negotiations with cities and substituted instead negotiations with the 
provinces. 

The move away from direct action in public housing and toward a 
banking function was further reflected by the decision to start selling the 
veterans’ houses built in the preceding years. The decrease in property holdings 
and the subsequent increase in the volume of direct loans resulted, by 1951, 
in the closing of 11 district rental offices and the creation of additional branch 
offices bringing the number to 28. 

Early in 1950, the suggestion was made that representatives of the three 
levels of government should form a joint development committee system to plan 
for the development of public housing. The proposal was sharply rejected on 
the grounds that the responsibility for planning for public housing rested entirely 
with the federal-provincial partnership: !* 


13 CMHC Memorandum, June 3, 1949. 
14 CMHC Memorandum, January 30, 1950. 
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Projects will be undertaken jointly by this Corporation and a province. 

The provincial representative and the Corporation represent the in- 

terests of the Partnership. All acts will be done under a Partnership 

agreement, and these two named persons will settle details relating to 
the project, and in major matters will obtain the confirmation, where 
necessary, of the Corporation and the Province respectively. 

During the course of these discussions, both within the Corporation 
itself and between the Corporation and the provinces, the municipalities were 
deliberately ignored except where a province specifically asked CMHC per- 
sonnel to discuss the matter with municipal representatives:! 

I am not surprised that the Mayor of Calgary knows nothing of the 

Dominion-Provincial arrangement. You will remember that we have 

been following a very deliberate policy of limiting our activities to 

the provincial governments. We wish to avoid any appearance of 
pressure being placed upon the provincial governments instigated by us 
at the municipal level. 

A year later when the provinces of Nova Scotia and Alberta requested 
the federal government to deal directly with Halifax, Edmonton, and Calgary, 
the Minister took the position that the federal government would deal with a 
city only if the province appointed it as its agent with complete authority to 
finalize any deal. The federal position was taken with full confidence that the 
provinces would find the conditions untenable and withdraw the pressure for 
direct federal-municipal discussions. !® 

The federal government was responding in a very selective manner to 
the provincial initiatives outlining the most effective approach for the delivery of 
public housing in each province. Those provinces which preferred to rely on 
existing municipal expertise were largely disregarded and the possibility of 
immediate direct action in the field of public housing in those areas was laid 
to rest. 

From 1955 until 1964 the Corporation underwent a period of intense 
internal examination and discussion on the nature of public housing programs 
and their implications for the role of CMHC. Two elements of the discussion 
— extremely important in determining the role (and, from that, the structure) 
of CMHC — were: 

(1) the nature and purpose of the housing programs — were they to be 
economic levers or instruments of social policy? 

(2) a decision as to what constituted “local”, i.e. which level of govern- 
ment CMHC was to deal with regarding “local” matters — the provinces or the 
municipalities? 

In 1955, the Corporation suggested that an expanded social housing 
program be considered. R. H. Winters, the federal Minister responsible for 
housing, responded to the proposal by restating the government’s position that 
housing is a field for private enterprise and that the government should not 
compete in that field:!7 


15 Memorandum, President to Minister, February 15, 1950. 
16 CMHC Memorandum, May 30, 1951. 
1% Memorandum, Minister to President, 1955. 
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We have always spoken about the ‘‘notch” between the upper limit of 
operations under section 36 and a lower limit of costs at which private 
enterprise is able to provide corresponding accommodation. If this 
notch is not maintained, there seemed little justification for the Federal 
Government being in this particular field at all. 


Although an expanded social housing program failed to gain ministerial 
approval, an internal reorganization took place at CMHC that laid what might 
have been the administrative groundwork for an expanded social housing pro- 
gram. The reorganization involved the formation of the Development Division 
at Head Office, integrating the architectural, technological, and economic talents 
of CMHC into one group. The Division was primarily concerned with public 
housing and urban renewal. The 1949 National Housing Act amendment, per- 
mitting federal-provincial low rental housing projects, had resulted in only 
3,000 units by 1955. At the same time, there was growing concern about the 
deterioration of inner city areas and the general lack of systematic planning at 
the municipal level. In keeping with the development of the planning discipline 
at that time, the Division turned to physical (rather than social) planning and 
design solutions. The strong emphasis on physical requirements is still evident 
today in the two successors to the Development Division: the Urban Renewal 
and Public Housing Division, and the Architectural and Planning Division. 

From a structural perspective, the Development Division represented 
a further centralization of operations and authority at Head Office. Project cost, 
design, and amenities were determined there and approved by senior manage- 
ment. Field offices were removed from the process except for the provision of 
technical support services. 

The breadth of the social housing program (and the subsequent role of 
CMHC in the provision of housing) continued to be the subject of debate. 
Corporation personnel were by no means of one mind. But the Corporation’s 
president favoured an expansion of social housing and consequently was coming 
more sharply into conflict with the attitudes and opinions of both the Minister 
and the Corporation’s own board of directors; a conflict not unique to Canada:8 


. controversy about housing policies continues unceasingly in all 
countries. Indeed, it takes certain classical forms. Politicians and offi- 
cials attached to Finance Ministries, responsible for the orderly growth 
of the economy and the stability of the currency, often regard housing 
as an ‘unproductive’ investment that is liable to reduce saving and 
generate inflationary demands for consumption goods; some therefore 
prefer to treat house building as an economic ‘regulator’ to be increased 
only when there is a threat of deflation and unemployment. In Ministries 
of Construction or Housing and in organizations responsible for build- 
ing houses or concerned with the technical development of the building 
industry, people tend to seek long-term rising programmes, sustained 
by high savings and high rents, that will enable them to put up as many 
houses as possible, increase productivity, and perfect new building 
methods and materials. If the economy requires adjustment they look 
for cuts elsewhere, and if some people cannot afford the new houses 


18 Donnison, op. cit., p. 109. 
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produced, their needs, it is assumed, must be disregarded or met in 
other ways. Others, primarily concerned with the development of back- 
ward regions or the needs of the poverty stricken and the badly housed, 
are more interested in the distribution of the housing programme than 
in its total size, and call for low rents, generous subsidies and a fairer 
distribution of existing houses. They are also more likely to be inter- 
ested in the improvement or replacement of older property — always 
a costly process. 


Indeed, a 1957 probe for an expanded social housing program brought 
the following response from a member of the Corporation’s board:}9 


My main criticism of the statement is that it seems to assume that 
public housing is primarily an instrument of social policy to remedy 
directly the condition of those of the poor who are living in bad 
housing . . . Public housing at this stage in Canada .. . should be 
regarded primarily as an economic matter and as a part of urban devel- 
opment or redevelopment rather than an instrument of social policy... 
Construction of any particular housing project should be based on 
economic . . . considerations primarily . . . The needs of an individual 
(and) selection of particular tenants should be secondary . . . Public 
housing projects should also be at a minimum standard as far as accom- 
modation is concerned . . . This should be deliberately used not only 
to achieve economy but to make clear that we are not competing with 
private enterprise who we assume will be building a more attractive 
product intended for those who can afford it. 


Although the Corporation continued to press for an expansion of the 
social housing program and had begun to develop the organizational capacity 
to undertake such an expansion, housing policy continued to be viewed in 
economic terms. So the Corporation had to go on adjusting its administrative 
structure to reflect this economic emphasis. 

In 1956, a seemingly routine reorganization study was undertaken 
because loan application costs were threatening to exceed the fee charged to 
cover administration. The reorganization study, conducted by Price Water- 
house Associates, suggested that the Corporation reorganize itself along func- 
tional rather than geographical lines.2° To do this, several multi-purpose branch 
offices would be closed (thus centralizing the nodes of local authority). Where 
it was appropriate, they would be replaced by specialized loans offices. The 
responsibility for lending was then passed on from the regional offices to the 
branch offices. The branch offices were now expected to communicate directly 
with Head Office on matters of policy, rather than with the regional offices. 
The regional offices were reduced to auditing local operations and “represent- 
ing the President in the field.” All done to ensure that the loan application fee 
would cover the administrative costs. 

No thought was given at that time to the special administrative arrange- 
ments that might be needed to deliver a social housing policy. The emphasis in 
this reorganization was entirely on market housing programs which formed 


19 Letter to President, February 12, 1957. 
20Price Waterhouse Report, 1956. 
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the bulk of CMHC activity. The reorganized administrative structure reflected 
this emphasis. 

More important, however, the reorganization also failed to address itself 
to two fundamental concerns of public administrative structures: the nature of 
the authority pattern and the quality of the planning capability. One result of 
this oversight was that the regional supervisors, the most senior field staff rep- 
resentatives, were left with little direct authority in any decision area and 
without a clear job description. This uncertainty, in many cases, led regional 
supervisors to rely increasingly on personal contact, tenure, and operating style 
as the sources of their authority; they should, of course, have been able to 
simply refer to Corporation policies, priorities, or administrative structures. 

The decentralization of lending activity effected by the reorganization, 
the failure to address the questions of the pattern of authority and the quality 
of the planning capability, and the centralization of social housing decision- 
making with the Development Division all laid the groundwork for many of the 
confused and conflicting organizational characteristics exhibited by CMHC 
today. 

Although the debate on the role of housing — as an instrument of 
social policy or as an economic lever — continued, the parries and thrusts had 
little effect on administrative reorganization. It was not until 1970 that a concern 
for policy planning, overlooked in 1956, became sufficiently intense to result 
in the creation of a Policy Planning Division. 


Developing a Policy Planning Capability 


In the first decade of the Corporation’s life, policy planning was done by 
the President and the Minister, with inputs from the Board of Directors and 
several senior executives. 

In 1955, the Advisory Group was created and shortly thereafter an 
Administrative Research Group was established. The former acted as advisors 
to the President on policy matters, particularly in the late ’50’s — a period of 
time during which major policy reviews were being undertaken by Executive 
Directors in efforts to overcome Board opposition to an expanded social housing 
program. A major review of the public housing, limited dividend, and coopera- 
tive housing programs was undertaken by the Executive Directors with the 
Advisory Group in 1962, and resulted in the major NHA revisions of 1964. 

It was during this time, under the stimulus of the Advisory Group, that 
the federal government developed both its approach to low income housing and 
the legislative tools it would use to carry out that approach. The student housing 
program, with loans at preferred lending rates (mostly to universities) to provide 
housing for students, regardless of income levels, was begun. A sewage treat- 
ment program was initiated, with loans and grants to municipalities to improve 
sewage treatment plants and trunklines and thereby open up lands for residen- 
tial use. A public housing loans program was developed to supplement the 
partnership approach. The full recovery entrepreneurial low rental housing 
program was wound down and a shift to institutional non-profit housing de- 
veloped. A federal assisted homeownership program was rejected, as was the 
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development of a cooperative housing program. The provision of operating 
subsidies for housing was confined to public housing. A major urban renewal 
program was adopted, with emphasis on demolition rather than rehabilitation. 

To a considerable extent, the momentum passed to the provinces (On- 
tario and Quebec in particular) in 1964, and the Corporation has since reacted 
to their initiatives. In 1965, the last major policy review conducted within the 
Corporation was carried out by the Advisory Group. It was primarily an in- 
House review, although outsiders were interviewed as well. The recommenda- 
tions dealt primarily with the improvement of existing programs. 

The review “did not uncover any remarkable failures and deficiencies 
in the present Act.”1 All that was needed was a change in emphasis and orien- 
tation. The main effort would be to sustain the volume of production. If the 
orientation shifted to the general area of public action, the Corporation would 
“need to be an even more active and creative force in the promotion and sup- 
port of programs for housing and community development.” | 

A number of progressive recommendations were made. These included: 
assisting homeownership through long-term low-interest rate loans in rural 
areas; abandonment of the entrepreneurial limited dividend housing program; 
100 per cent loans coupled with capital grants for housing to be provided by 
non-profit corporations; assumption by the federal government of an increased 
Share of public housing subsidies; grants-in-aid for the establishment and 
organization of non-profit housing agencies; grants for rehabilitation in rural 
areas, economically depressed regions and fringe urban areas; the grouping, in 
one division of the Corporation, of responsibility for all low income housing 
programs, public and private. 

A change in role was clearly envisaged. The Group: 


heard many suggestions about the future role of the Corporation and 
how it might become a more active, outgoing and constructive force in 
the development of ideas and actions, and how its technical and infor- 
mation services could be extended into situations and places that are 
not now adequately reached. In its present form, the Act does not define 
this institutional role of the Corporation that lies beyond its adminis- 
trative and financial responsibilities . . . It is clear to us that this 
extension of the activities of CMHC was an inherent part of any new 
emphasis and reorientation in the national housing legislation.22 


No action was taken on any of these recommendations (although a few 
of the Report’s recommendations were adopted in legislative amendments the 
following year). The Corporation’s Executive, the Minister, and Cabinet vetted 
them, and few of the suggested changes survived. 

CMHC has not pressed for their implementation since that time. Nor, 
until recently, did it reorganize to carry out the recommended initiative, devel- 
opmental role. The stimulus for policy review and change has come from the 
ministers responsible for housing. Major policy shifts have followed from the 
investigations undertaken by the Hellyer Task Force and the follow-up by the 


21 Report of the Advisory Group to the President, November 12, 1965. 
22 Ibid., p. 44. 
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succeeding Minister on the findings. CMHC, however, made no policy input 
into the Hellyer report and its role has been primarily a technical one for the 
several new thrusts adopted by the Ministers, Hellyer and Andras. 

The Corporation appeared unable to mount a major policy review as it 
had done in the past, although the scope of its policy problems had expanded 
greatly both in numerical terms and in the way in which the issues are defined 
and the value bases from which they are approached. The expanded scope and 
increased complexity of the social housing programs demanded sophisticated, 
sensitive, and socially responsive policy planning. Yet, when the Policy Planning 
Division was finally established in 1971 (its predecessor, the Policy Planning 
Group, was set up in 1970) the report setting up the Division noted that the 
Corporation was almost completely lacking in a policy planning capability, 
especially in the field of social housing. 


The actual definition of policy and the effective meaning of policy deci- 
sions in CMHC are obviously up in the air. It would appear that policy 
development (is) responsive in nature and tactical in impact, as opposed 
to the more anticipatory character of strategic policies.?% 


In many ways the conditions reported by the consultants were natural 
outgrowths of the Corporation’s dominant ideology: the Corporation was a 
banker and government-sponsored housing was to be kept as a residual pro- 
gram only. This led the Corporation into a pattern of responding to requests 
for loans or housing projects rather than initiating activity. In short, CMHC 
was unwilling to critically examine its own role and functions in the context of 
a broader examination of housing problems and the steps necessary to correct 
them. 

The general unwillingness to examine its role has created an unsym- 
pathetic environment in which to initiate policy planning. A further obstacle to 
policy planning is the variety of factions and groups within the Corporation, 
each of which has its own view of the role and purpose appropriate for CMHC 
and each of which has developed a power base from which to participate in 
policy-making. Although this was recognized by the consultants who recom- 
mended the establishment of the PPD, the recognition did not lead to a rationali- 
zation of the entire decision process. Such a rationalization would have 
addressed itself to the development of a policy planning capability within the 
entire organization and would have met head-on the policy-making process 
facilitated by the patterns of authority that had built up over the years. 

As a result, when the Policy Planning Division was founded in the 
Corporation, it was grafted on to Head Office operations with little apparent 
concern for how it would fit in. The lack of a broad organizational consensus 
on the need for rational, initiative policy-making as distinct from positional, 
passive policy-making (the model used by the Corporation to date) has resulted 
in a strong organizational resistance to policy planning. | 

Positional policy-making relies heavily on personality and tenure and 
is often coupled with an administrative structure in which operating authority 


23 4 Synthesis of Comments and Proposals, Part 2, Intendes, CMHC, page 7. 


#39 


is fragmented and formal positions unclear. In CMHC, positional policy-making 
is further facilitated by the extended tenure of senior executives and an almost 
total reliance on Corporation personnel for executive appointments. All senior 
CMHC officials have risen through the ranks. None have been brought in from 
other government agencies or the private sector. 

The rational model for policy-making assumes a series of specific, 
sequential stages: 

1. recognize the policy problem 
determine its nature 
present alternative solutions 
examine the advantages and disadvantages of each 
. put the alternatives in order of priority 
6. select anew or altered policy. 


WA WN 


The rational and positional models are not necessarily mutually exclusive. They 
often tend to be in conflict, however, because the rational model stresses deci- 
sions on merit — an approach that tends to weaken reliance on personality, 
tenure, and position (the individual power base). 

The introduction of the Policy Planning Division constituted an effort 
to introduce the rational model of policy-making. Presumably, it was hoped 
that a strong policy planning research unit would evaluate present policies and 
_ alternative ones and assist in developing a broad range of options from which 
political decisions could be made. 

The new Division has had little impact on CMHC policy-making. Some 
half dozen task force reports have been submitted to the Corporation, review- 
ing the operation of all major NHA programs and suggesting possible changes 
in direction. The PPD has reviewed those reports, undertaken its own research, 
and developed a comprehensive framework from which critical policy choices 
can be made and new programs developed to implement them. 

That framework has not been acted upon. New programs have been 
developed without any clear rationale or plan for implementation. 

Programs dealing with assisted homeownership, rehabilitation, neigh- 
bourhood improvement, non-profit housing are apparently? being undertaken. 
No context for funding and implementation has been adopted, nor any clear 
program goals, except the usual one — more starts: 


While there will no doubt continue to be ample scope for the use of 
public housing in meeting the housing problems of large numbers of 
Canadians, it seems probable that a programme broad enough to hold 
promise of an efficient and general solution to the low income housing 
problem will call, sooner or later, for a wide variety of legislative 
techniques. 


24'No public announcement has been made of the programs and no details are 
available. “Background” briefings have been given by officials of the Prime Min- 
ister’s Office and CMHC. (The Toronto Daily Star, January 31, 1972; The 
Toronto Globe and Mail, February 18, 1972). It appears that provincial agree- 
ment will be sought before the programs are announced in the House of Commons 
or to the public. 
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The question of techniques is subsidiary to that of goals. In one respect 
at least, the question of goals would appear to have been resolved in 
the actual activity of the last four years. A goal stated rhetorically is 
one thing. A goal which represents the only logical underpinning for an 
established and deliberate course of action is more credible, whether it’ 
is stated rhetorically or not. The great majority of Canadians have long 
since been well housed. What is at stake now is the establishment of 
decent standards, and help to attain them, for that minority of Cana- 
dians who have not.?° 


That is, the activity of building new social housing units, to augment 
the amount of decent stock available to the low income group, remains the only 
logical, credible housing goal. 


The Organizational Characteristics of CMHC 


Piecemeal reorganization, inattention to policy planning, and a greatly 
expanded social housing program, combined to give rise to a confused, conflict- 
ing, and often ad hoc set of administrative arrangements. 

The Corporation’s structure and working relationships are characterized 
by: non-uniform decentralization, upward flow of communication, non-uniform 
policy development, and non-uniform policy implementation. 


NON-UNIFORM DECENTRALIZATION Although the 1958 re- 
organization substantially decentralized direct lending operations, social housing 
responsibilities remained highly centralized. Partly due to the political nature of 
the program and the Minister’s desire to approve each project individually, 
continued centralization of the social housing program is more the lack of 
agreed upon goals and performance criteria that would facilitate a delegation of 
authority. In their absence, a case by case approval — often resulting in deci- 
sion reversal and delays — becomes the only mechanism to control the end 
product. 

The upsurge in social housing activity since 1964 has underlined the 
problems of administering programs for a far-flung diverse country on a cen- 
tralized basis. As a result, some social housing activities have been decen- 
tralized, leaving a mixture of centralized and decentralized functions that lacks 
a clear rationale. For example, the Appraisal Division has decentralized its 
appraisal functions for section 58, section 15 (entrepreneur) and section 40 to 
the branch level. Responsibility for section 43 and section 44 appraisals, how- 
ever, remains with Head Office. The Loans Division, on the other hand, has 
centralized its responsibilities for sections 15, 40 and 43. While the Mortgage 
and Property Division is almost entirely decentralized, Urban Renewal and 
Public Housing and Architectural and Planning (the major social housing divi- 
sions) are entirely centralized. 

The decentralization has encompassed the technical operations only. 
The administrative authority and responsibility for the programs themselves 
continue to rest, by and large, with Head Office. 


29 CMHC Annual Report (Ottawa: 1971), p. 12 (emphasis added). 
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Two significant geographical exceptions to the pattern just outlined 
serve to further complicate an already confused situation. The first is Ontario, 
where dissatisfaction over delays in the processing of section 43 applications 
has resulted in a devolution of approval authority to the branch office for appli- 
cations involving 50 or less units in each project. The second exception is 
Quebec. The Master Agreement between Quebec and Central Mortgage and 
Housing Corporation, first signed in 1968, stipulated that CMHC would pro- 
vide lump sums in each program category. Approval authority for projects 
submitted under sections 40, 43, and 15 (non-profit) would rest with the prov- 
ince in all aspects, except for the matter of loan eligibility, which was to be 
decided by CMHC. The Corporation, in turn, delegated its authority in this 
regard to the Quebec Regional Office. At the same time, however, the Corpo- 
ration refused to include section 15 entrepreneur loans in the Master Agree- 
ment, even though the entrepreneurial program is acknowledged to be a part 
of the broader social housing program included in the Master Agreement. 

The incomplete and often inconsistent pattern of decentralization re- 
flects an appalling lack of analysis of the objectives, and therefore administra- 
tive needs, of a social housing program. Lacking overall objectives, the 
Corporation is unable to assess the relative merits of proposals to redistribute 
responsibility; the tendency is to respond on the basis of political pressure. 


UPWARD FLOW OF COMMUNICATION Largely as a result of 
the confusion of centralized and decentralized functions, there is a tendency 
to send information “back up the pipe”. Head Office operating divisions have 
become deeply involved with routine program operation to the detriment of 
attention to overall policy development and coordination. Authority that could 
easily be delegated to the field is needlessly retained at Head Office, leaving 
policy development and planning to be done in an ad hoc, uncoordinated man- 
ner. The lack of integrated policy planning in turn produced insular, compart- 
mentalized divisions. Operating authority tends to flow more from tenure and 
personal contact with senior management than from reference to formal divi- 
sional responsibilities, corporate policies, or government priorities. 

As the concept of integrated planning in the Policy Planning Division 
becomes more firmly established, Head Office operations should shift. Divisions 
should then be called upon to justify their activities in terms of an overall 
policy framework and thus have to deal with problems outside their usual 
course of operations. This should facilitate a more rational reorganization of 
responsibilities, decreasing the tendency to shift the responsibility for decisions 
upward, and should produce a more effective instrument for policy develop- 
ment and proper implementation. 


NON-UNIFORM POLICY DEVELOPMENT The lack of a long 
range planning function — presumably to be filled by the new Policy Planning 
Division — has to date resulted in the inadequate performance of a research 
function. Data collection and analysis, basic elements for performing a research 
function (which, in turn, forms the basis for policy development) are haphazard 
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and irregular. Where data is available, it is not used as a basis for policy devel- 
opment or evaluation. The Corporation has not developed the necessary re- 
search capability to undertake a program review. Even if program goals and 
priorities were agreed upon (and there is little indication that they have been), | 
the Corporation has no established method to determine the extent to which 
it is meeting its goals, with the exception of a housing starts indicator. 

The Corporation has never demonstrated an interest in undertaking 
research itself. None of the Corporation’s operating divisions has developed a 
research capacity. In particular; Urban Renewal and Public Housing and Archi- 
tectural and Planning — the two Divisions most involved in social housing 
programs — have not undertaken research into social issues involved in them, 
nor have they systematically attempted to review the effectiveness of the pro- 
grams. They are not organized to do so; the Divisions are too busy with day to 
day operations. In addition, management has failed to define the policy issues 
to be researched and has not requested reports on the workings of the social 
housing programs. 

For twenty years, most of the research into housing and urban problems 
has been under the aegis of CMHC under Part V of the National Housing Act. 
CMHC administration of Part V has been true to the Corporation’s passive 
posture: | 


In terms of outside research, up to the moment we have tended to 
respond to the demands made upon us; we have encouraged people to 
talk to us, but by and large we have left it to them to approach us and 
by and large we have left it to them to select the areas that they would 
like to research.”® 


The lack of an in-house research capability means there is no basis upon 
which to identify the necessary shifts in program emphasis in accordance with 
the Corporation’s goals and priorities. An organization’s budget, if it is properly 
developed, is the translation into operational terms of the organization’s goals 
and priorities. The budgetary process reflects the research or policy develop- 
ment process that leads to the setting of priorities shown in the budget. An 
effective allocation of scarce resources presupposes a careful investigation of 
policy and program options based, in part, on a careful examination of field 
operations. 

The field offices vary greatly in their capability, and interest, in gather- 
ing vital data in their areas. The efforts that are made to collect and store 
information come about largely through field initiative. Field offices receive 
little support from Head Office in developing a research or data collection 
capacity, and Head Office takes little interest in unilateral efforts by the field 
offices to develop such a capability. Although each regional office is staffed with 
an economist, for example, there is a great variance between them in the type 
of research they conduct and the methodologies they employ. During the hey- 
day of Urban Renewal, Head Office had a regular liaison with the economists 


26H. W. Hignett in Minutes of Meeting, Special Committee of the Senate on Science 
Policy, February 27, 1969, p. 4594. 
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in the field. But since the hiatus on Urban Renewal, this liaison has broken 
down. Requests are made on a moment’s notice for information and analysis 
which require considerable time and thought. But no attempt is made to build 
an ongoing research capability. 

When the federal government recently requested that the Corporation 
provide a justification for its budget requests, the Economics and Statistics 
Division undertook the preparation of a 15-year housing projection at five year 
intervals. Although the Corporation is organized regionally in an effort to 
respond to the particular and distinctive needs of the various areas of the coun- 
try, the major factors in the research undertaken by the Economics and Statistics 
Division are aggregate, consisting primarily of net household formation data 
juxtaposed against data on completions, conversions, and demolitions. The 
result of the research is expected to be the identification of a number indicating 
the total number of starts required to make up the deficit. The data will not 
provide a breakdown of need by region, nor will it address itself to the par- 
ticular needs of the low income group, notwithstanding the fact that a major 
portion of Corporation activity is directed toward the delivery of social housing 
for that group. 

It should be noted, however, that until four years ago there was no 
Economics Division. Economic research was carried out by two or three men, 
virtually on the backs of envelopes. The Division’s work today responds to the 
Corporation’s general emphasis on production. No analysis is done on the ex- 
tent of housing need, the causes of housing price inflation, housing distribution, 
the interrelationship of housing policy and employment policy, the charac- 
teristics and likely program response of the construction industry and so on. 
No attempt is made to put housing into a broad economic context. 

The field office methodology for establishing the budget requests in the 
first place reflects the checkerboard development of a research capability. Some 
regional offices attempt independent analyses of regional needs, while others 
do little more than add up branch requests. The branch offices, in turn, rely 
heavily on provincial spending levels in parallel programs, and on informal pre- 
dictions by private industry concerning their future operating plans. 

The emphasis on aggregate data, compounded by the attention to unit 
Starts, has resulted in a tendency to reallocate regional surpluses in an effort 
to generate an increase in the number of annual starts. Identification of a sur- 
plus, based on whether or not the normal activity in the region seems likely to 
use up the funds, has come to be mistakenly confused with the requirements 
or needs of the area. But an ability to commit funds is not necessarily related 
to the region’s need for low income housing. The failure of Head Office to 
account for the possible — if not probable — disparity between the two, results 
in a position of “super advantage” for the most efficient and well-organized 
provinces (notably Ontario, which is also the most wealthy). 

Consequently, the budget, which should be a statement of federal initia- 
tive in policy based on an understanding of need across the country, stands 
instead as the passive reflection of whatever the provinces got last year, plus or 
minus a little. 
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NON-UNIFORM POLICY IMPLEMENTATION Regional Super- 
visors (because of their intermediary roles between Head Office and the prov- 
inces) play a combined ambassador/advocate role. They are Head Office 
ambassadors to the extent that they bring CMHC policy to the provinces. But . 
the lack of a long-term, clearly stated federal housing policy has prevented them 
from playing an effective ambassadorial role. Instead of long-term policy, they 
bring only the results of the latest brushfire fighting exercise and personal inter- 
pretations of what CMHC ought to be doing in the area. The very close rela- 
tions between CMHC and the majority of the provinces, which ought to provide 
an excellent opportunity for federal policy implementation, instead becomes 
the arena for personal judgement by field representatives. 

Because the Corporation lacks well-considered policy objectives and 
priorities, it has been unable to adequately separate procedures that must be 
inflexible to achieve stated goals from those that must be flexible to accomplish 
the same purpose. 

The divergent needs of the nation demand that there is considerable 
flexibility and room to adapt. Because the Corporation be organized with an 
upward flow of communication, attention has instead focused on the fine-grain 
detail of operations, resulting in highly-structured, inflexible programs. 

Yet the need for flexibility remains. The result is that regional personnel 
— in their combined ambassador /advocate roles — tend to involve themselves 
in experimental efforts that they hope will better meet the needs of the area. 
Under present conditions, however, experimentation is not encouraged and 
rationalized; it remains an ad hoc effort that often involves stretching the rules 
or adjusting program interpretation. Regional Supervisors become the advocates 
for the needs of their areas when dealing with Head Office. This leads to single- 
shot, single-area experiments that rely heavily on the particular personalities 
involved in the decision. Results are not being analyzed and distributed to other 
regions, nor are formal adjustments made in procedures to permit other regions 
to conduct similar experiments if they desire. A process of experimentation that 
requires circumvention of Corporation machinery is not acceptable. The answer 
is not to eliminate the experimentation; it is to adjust the machinery to allow 
and encourage adaptability. 


Development of Provincial Housing Agencies 


The period from 1955 to 1964, which was characterized by extensive 
discussion of the role of social housing, was also a period of continued debate 
on the matter of local initiative and the role of the municipalities. The 1949 
National Housing Act, and the governmental policy developed to accompany 
its administration, effectively removed the municipalities from a significant role 
in public housing. | 

The lack of municipal expertise in the pre-1949 period meant that a 
direct federal-municipal relationshionship required an active federal role. The 
1949 policy change introduced what was, on the one hand, a decentralization of 
authority from the federal government to the provinces; at the same time how- 
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ever, it brought about a significant centralization of authority upward from the 
municipal level. The preoccupation with increasing provincial activity over- 
shadowed the need for keeping decision authority as close to the community 
as possible, i.e. at the municipal level. 

Although policy decisions facilitating the centralization of authority at 
the provincial level were guiding CMHC activities, the debate on the appropriate 
role of the municipality continued. The issue came to the fore in 1958 with 
a Suggestion from the Advisory Group of CMHC that municipalities be given 
control of social housing:27 


. . . public housing in Canada should eventually become a direct re- 
sponsibility of municipalities, with the necessary financial aids of the 
Federal Government. 


When section 16 was introduced into the Act, . . . there was in the 
Federal Government circles a lingering suspicion that most municipal 
governments were incompetent . . . this attitude . . . led to the emphasis 


of (sic) a federal-provincial partnership rather than an arrangement 
which would encourage cities to develop their own organizational re- 
sources for public housing. 


The memorandum went on to suggest that the way to ensure that a 
municipal capability is developed is to return once again to direct federal- 
municipal relations. Efforts to strengthen provincial capabilities to plan and 
deliver social housing were considered to be highly undesirable; a newly estab- 
lished expert provincial staff was unlikely to have interest in phasing itself out 
of existence by passing its knowledge and authority on to another level of 
government. 

Interestingly, the memorandum went on to suggest that Ontario was 
likely to be the only province that would insist on the development of a provin- 
‘cial capability and would proceed from there to resist strongly any efforts to 
strengthen municipalities. 

A similar concern was raised again in a CMHC memorandum, in 1961: 


The scope and responsibility of municipal governments has changed 
since the war and certainly the larger municipalities are better geared 
today than they were ten years ago to handle an operation such as public 
housing... . In line with the spirit of the Canadian Constitution, full 
responsibility for the operation should be transferred to municipalities 
with the Corporation assuming the role of a lender and participating 
in rent reduction funds subject to the necessary guarantees . . . The 
Corporation should be a source of inspiration and technical informa- 
tion for those practising professionals who would be employed by the 
municipalities in public housing projects. 


In 1962, the Advisory Group again presented a proposal that endorsed 
an increase in local government responsibility in the area of public housing, with 
the federal government providing loans, grants and technical know-how. The 
Advisory Group proposal closely coincided with apparent Ontario intentions 
to move toward a strengthening of the municipal role. 


27 CMHC Memorandum, July 3, 1958. 
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The problem of providing public housing in Metropolitan Toronto is 
admittedly more complex than . . . in any other municipality. Because 
of this complication, combined with the greater need for public housing 
to be constructed on a large scale, we have proposed, and our federal 
partner is considering with us, the possibility of setting up the Metro- 
politan Toronto Housing Authority as a company empowered to nego- 
tiate, secure approvals, call tenders for, and construct public housing 
projects within that municipality . . . If the details can be worked out 
and the scheme set in motion . . . it should result in the simplification 
and speeding up of public housing development in Metropolitan To- 
ronto . . . this is an experimental project and, if successful, it may 
well be extended to other municipalities throughout the province.?® 


In 1962, then, Ontario appeared to be moving steadily in the direction 
of increasing municipal responsibility for the provision of low income housing 
by providing strong municipal housing agencies to undertake the work. The 
position was expressed very clearly in 1963 correspondence between the On- 
tario and federal Ministers responsible for housing at that time. 

In 1964, the National Housing Act was amended to reflect the shifting 
CMHC opinion on the matter of municipal authority and to respond to a strong 
Ontario pressure in that regard; the amendments were intended to strengthen 
local participation in low rental housing planning. Ontario, with a change in 
Minister, suddenly reversed its position; Ontario municipalities were not to be 
permitted to take advantage of the new legislation.”? 


The Government of Ontario (does) not wish to see an ad hoc situation 
develop with some municipalities constructing their own rental housing 
on a direct federal-municipal basis and others requiring provincial par- 


ticipation . . . If advantage (is) to be taken of the new provisions of the 
National Housing Act, this (will) likely be on a direct federal-provincial 
basis. 


Ontario then proceeded to establish its own provincial housing corpora- 
tion and built up its staff and programs. In Ontario, which had over 55 per cent 
of the units built under section 40 in the 1950 to 1964 period, the federal role 
became that of banker. In the next four years, those provinces that would even- 
tually do so concentrated on developing provincial housing agencies and assum- 
ing a much greater proportion of authority. What the Corporation had fought 
so hard to achieve in 1949 was beginning to occur in 1964, at precisely the 
time the Corporation was once again becoming interested in seeing an active 
municipal involvement in the development of public housing. 


The Basic Models 


Ontario Although Ontario has a long history in housing — dating 
back to 1913 when the Housing Accommodation Act was passed — it was not 
until after the Second World War that provincial commitments to provide low 
income housing went far beyond legislative enactment. 


“8 Ontario Legislative Assembly, Debates, February 13, 1962, Mr. Robarts, p. 579. 
*9 Letter, Provincial Minister to Federal Minister, May 19, 1964. 
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In 1943, the housing plank of the Progressive Conservative platform 
stated:3° 


An Ontario Housing Commission will be created to plan a great housing 
program throughout the whole province . . . creating employment in 
the period of adjustment and, at the same time, bringing to an end, the 
unsatisfactory housing conditions . . . 


Like too many campaign promises, however, the notion of a housing 
commission was largely forgotten for the next twenty years. 

In 1946, the Planning and Development Act was passed establishing 
the Planning and Development Department which included housing in its port- 
folio. The act made it easier for municipalities to effect housing improvement 
and urban renewal by means of planning and zoning policies. The Housing 
Development Act of 1948 reinforced the housing emphasis in the 1946 Acct, 
and empowered the province to enter the second mortgage market and to ini- 
tiate a program of assistance to municipalities engaged in redevelopment and 
housing. 

Within a very short period of time (and prior to the abrupt 1949 change 
in the role of the federal government) Ontario had passed the legislation and 
developed the administrative machinery needed to ensure a dominant provin- 
cial position in the delivery of low income housing. 

Following the introduction of the 1949 amendments to the National 
Housing Act, minor changes in provincial legislation enabled Ontario to initiate 
a program that was eventually to provide 6,100 units of public housing between 
1950 and 1964 — a figure that represents more than half of the total for all of 
Canada during that period. In addition, about 8,000 residential building lots 
for ownerships units were developed during the period of the federal-provincial 
agreements, comprising about 80 per cent of the national total. 

While Ontario was far and away the provincial leader in the provision 
of low income housing, it should be remembered that the total effort in low 
income housing produced only a very small percentage of the total housing 
units provided during that period in Ontario. For example, the 6,100 units of 
public housing represented less than 1 per cent of the total number of housing 
units produced in Ontario during the period. 

The creation of OHC in 1964 marked the beginning of a real effort in 
the field of low income housing and put the province more firmly than ever in 
the position of intermediary between the federal and municipal governments. 
But this intermediary role was in no way a passive one. OHC quickly developed 
into a strong, sophisticated, and extremely aggressive agency that acted inde- 
pendently of municipalities, other provincial departments and agencies, and, 
wherever possible, CMHC. The provincial corporation saw its mandate as the 
immediate production of low income housing units. From the start, the em- 


°° CCF had gained considerable popularity during the mid-1930’s. An area of par- 
ticular interest to the party was the provision of low income housing. It is inter- 
esting to note that the 1943 Progressive Conservative housing plank is almost 
identical to the 1937 CCF housing plank. 
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phasis was placed on unit starts and OHC’s relations with municipalities, other 
departments, and CMHC were very much affected by its perception of its 
primary purpose. 

Perhaps a result of the large number of CMHC personnel moving to 
the provincial agency, or the enthusiasm generated by setting up a new corpora- 
tion, but OHC, so often a critic of CMHC, fell quickly into the same trap of 
strong centralization. While there is little doubt that the emphasis on efficiency 
that led to the development of a highly centralized structure has produced a 
considerable number of low income units, it has too often done so at the ex- 
pense of municipal priorities, preferences, and development plans. 

Although formally acting only on municipal initiative (as do all the 
provinces), OHC viewed the municipalities as obstructionists, engaging in un- 
necessary delays and objections to low income housing. In response, the prov- 
ince turned toward a negotiated proposal technique for public housing and 
developed independent provincial programs (e.g. HOME) that have left the 
municipality with only the traditional land use control responsibility of a zoning 
bylaw change, if needed, and/or an amendment to the municipal official plan. 
The province also turned away from section 40 in preference for section 43. 
This enabled OHC to dispense both with intensive federal participation in 
project planning and with the local housing authority technique for project 
management. Responsibility for both was placed firmly with OHC. In some 
areas, the provincial corporation has taken over existing local housing authori- 
ties, and in others it has simply instituted tight controls on their activity. 

Insensitivity to local need — especially in areas outside Toronto that 
are served through periodic field forays of Head Office personnel — has been 
a major side effect of the highly centralized structure. Recent proposals to 
reorganize OHC have focused on this problem. Recommendations include the 
development of several regional offices not unlike the regional offices found in 
Central Mortgage and Housing Corporation, and the establishment of com- 
munity relations officers to increase corporate sensitivity to the areas being 
served through its low income housing schemes. But the decentralization that 
has been proposed is marginal; the corporation still exhibits a centralized and 
rather insular bureaucratic structure. 

A major problem affecting all the provincial housing agencies concerned 
with “putting housing on the ground” and concentrating on unit starts and 
immediate production, is the almost total neglect of comprehensive long term 
planning for housing. The emphasis on unit starts for low income housing has 
occurred without a full assessment of low income need. It has also occurred 
without regard for total housing need in the province and the relationship 
between low income housing need and that of the other income groups. Al- 
though the provinces have several tools in addition to loan dollars available to 
them to plan for and implement a comprehensive provincial housing policy, 
they have all failed to do so. Indeed, it would appear that many of the prov- 
inces have not even considered the possibility. 

But even in the development and administration of low income housing 
policy, provincial housing agencies have tended to view housing in isolation 
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from other services, both hard and soft. As a result, even where a province has 
demonstrated some concern for altering priorities, it has been extremely difficult 
to bring the activities of the housing agency into line. Ontario, with its much 
longer history of an aggressive and independent provincial housing agency, 
provides perhaps the best example of this difficulty. 

Some years ago, Ontario recognized the need to coordinate the activities 
of the Ontario Housing Corporation with other provincial departments and 
agencies. Housing was seen as a hard service and emphasis was placed on the 
need for coordination with other departments also concerned with the provision 
of hard services. A working committee of senior civil servants was established 
to begin the basic process of integrating the land use plans of the respective 
departments and agencies. Following the well-established, interdepartmental 
tradition of positional policy making, conflicts were settled according to depart- 
mental prestige. Ontario Housing Corporation, as a relative newcomer, carried 
little weight. Projects were rarely approved or dismissed on merit, or as a result 
of reference to already established provincial policy guidelines; there were no 
such guidelines. Time and again, projects that OHC brought before the com- 
mittee were turned down as the result of land use conflicts with the plans of 
other departments. 

The continued development of a strong provincial housing agency that 
believed its duty was to accomplish as large a number of unit starts as possible 
was becoming increasingly incompatible with a system that frustrated the unit 
Starts without providing much rationale for decisions. The resulting organiza- 
tional response was quite predictable: OHC simply stopped taking anything but 
minor projects before the committee and began to buy land, and often arrange 
servicing, before the project had been approved. The success of this process, 
in terms of unit starts, further encouraged OHC to operate unilaterally when 
dealing with the municipalities and CMHC as well. 

A new attempt is now being made to reintegrate Ontario Housing 
activities with other departments, with the establishment of the Ontario Housing 
Advisory Committee. OHAC has drawn its membership from OHC permanent 
staff, representatives from other provincial departments, and representatives of 
the private development industry. The Committee’s purpose is to advise the 
Minister on housing and development matters from a policy perspective. Cu- 
riously, the Board of Directors of OHC has been ignored in this regard. Instead 
of providing policy advice to the Minister, Board time is entirely consumed with 
making day to day operating decisions as the uppermost authority in an ex- 
tremely centralized administration. The only formal link between the Board 
and the OHAC is the senior OHC staff member who, in sitting on both bodies, 
occupies a particularly powerful position of influence. 

The existence of a highly skilled, extensive provincial housing corpora- 
tion in a wealthy province has meant that Ontario has operated quite indepen- 
dent of CMHC. The source of the independence is informal, but it has left OHC 
Strong enough to frequently present CMHC with a fait accompli in the develop- 
ment of low income housing. Indeed, the federal position in dealing with Ontario 
might well be characterized as CMHC holding its breath while walking on eggs. 
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Ontario preferences have played an important role in the development 
of Canadian low income housing. It was Ontario in 1949 that responded most 
strongly in favour of an increased provincial role in the provision of low income 
housing. It was Ontario that, in 1964, established the first housing corporation. 
It was the Ontario Housing Corporation that rapidly expanded into a major, 
powerful housing agency that competes favourably with the competence and 
technical know-how of CMHC. It is Ontario that has accounted for nearly 
half the total production of new dwelling units intended for low income reci- 
pients in Canada from 1946 through 1970. It was Ontario that initiated more 
than 85 per cent of CMHC authorizations involving existing housing. It was 
Ontario that between 1964 and 1970 initiated 38,240 of the 51,975 subsidized 
units produced under section 43. It was around the Ontario pivot that federal 
low income housing policy revolved until the mid-1960’s. And even now, On- 
tario’s interests are regarded as paramount, although the creation of the Quebec 
Housing Corporation and the interest in regional equity has shifted the Ontario 
focus somewhat. , 

From the time of the Hellyer Task Force on there has been considerable 
tension between CMHC and the Ontario Housing Corporation. Most of the 
difficulty concerns what Ontario considers to be unnecessarily cumbersome 
approval procedures and a growing Ontario conviction that CMHC is attempt- 
ing to circumvent provincial jurisdiction either in dealing directly with munic- 
ipalities or in conducting discussions with developers separate from OHC. 
CMHC, for its part, has come to view Ontario as unnecessarily difficult to deal 
with and hostile to the Corporation’s attempts during the last few years to 
reconsider its role in the provision of low income housing. Although CMHC- 
OHC relations in the field are better than Head Office-OHC relations, they are 
still characterized by low levels of cooperation particularly in matters of infor- 
mation exchange. Head Office-OHC relations, however, have been particularly 
hostile. The build-up in provincial frustrations is clearly shown in the following 
excerpts from a letter from the Ontario Minister responsible for housing to the 
federal Minister responsible for housing, July 22, 1970: 


We lost a whole year’s production during the Task Force era in which 
your predecessor, Honourable Mr. Hellyer, completely stopped housing 
in this province because he said we were not building the right kind of 
public housing for the needs of the people and they must have a front 
door and a back door, and no more high rise ghettos. He even went so 
far as to take a deal that we had passed through the Ontario Housing 
Corporation . . . and suggested that if (the developer) would cancel 
the deal with us and build it to his (Hellyer) specifications, (the devel- 
oper) would get a lower mortgage rate and undoubtedly make the same 
profit. The first we knew of his meddling was that they had gone into 
the deal and we were then informed of the new master plan... When 
OHC accepts a project from a builder and it goes through our staff, our 
Board of Directors, our Treasury Board and Cabinet, and then is sent 
to Ottawa, we take a dim view of the federal authorities’ actions that 
can only make the provincial authorities look like fools . . . Public 
housing projects that we have sent to Ottawa for approval this year 
have been delayed and delayed to a point where we are completely 
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frustrated and discouraged about ever getting a workable arrangement 
with Central Mortgage and Housing Corporation that makes sense and 
has any degree of continuity. Almost every year we get a new federal 
housing minister and every year OHC is the victim of a new trial and 
error approach to housing. The results to date have shown we go further 
and further behind and only succeed in increasing the cost of housing 
while these new ideas are tried on for size .. . We also find that, while 
CMHC would not go along with recreational facilities that OHC has 
always recommended in the past, there is a complete reversal now 
since the Task Force Report (Hellyer) and again under your ministry, 
so that now there is almost a panic approach for recreational facilities 
on the part of the federal authorities. We are continually told... that 
we should get busy and give people the kind of recreational facilities 
they need and OHC has to shoulder the blame for not pursuing a pro- 
gram CMHC would not accept on our urging in the past. 


It’s no secret today and over the last few years that mortgage funds 
are not available from CMHC or, if they are, they are turned on and 
off like a tap. As a consequence we have thrown up our hands in trying 
to get a mortgage program set up with Honourable Mr. Benson, as 
you well know, and have set up the Housing Corporation Limited. We 
are now providing our own mortgage funds at 914 per cent to anybody 
that will build single family or condominium .. . The stop and go 
financing policies of the federal government on housing now, and in 
the past, have been and still seem to be a chaotic and economic night- 
mare. If it is not the intention of the federal government to encourage 
the provinces to go all out on a major housing program as recom- 
mended by the Economic Council of Canada and many other organiza- 
tions, then they should say so and let’s stop shovelling fog in regard to 
housing. 


. . . Your government is now offering a $200,000,000 “innovative 
fund”... This “innovative fund” means offering lower interest rates 
direct to builders and not to the provinces . . . This is surely not “inno- 
vation” in finding a better way to build houses, but simply a cut price 
approach by the federal government not extended to their provincial 
partners, so called; or what we term “the super salesmen from Head 
Office with a better price”. 


... We were held up by Hellyer for almost a year and never excavated 
any holes so consequently no starts. Now we find the same annoying 
delays taking place through a lot of picayune nonsense we continue to 
get from either the local office of CMHC or the Head Office by way 
of phone calls, letters or wires asking for more and more information. 
We feel this is just plain damn nonsense or a delaying tactic to prevent 
us getting ahead with the housing projects for which we have committed 
ourselves and these are no different from the housing projects your gov- 
ernment has approved in the past . . . The builders have every right to 
anticipate, if approved by OHC, that these projects should not be 
rejected month after month. If OHC pulls any boners we are quite 
prepared to pay the piper. It is obvious I have no way of combating 
these insidious delaying tactics .. . It has been my task since 1963 to 
work with five federal housing ministers and with each minister we in 
Ontario wind up being the guinea pigs for every scheme each has en- 
deavoured to impose on this province because we were the willing 
experiment in the first instance on housing low income people: 
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If it is not a new federal housing plan, then a succession of federal 
finance ministers have used the funds for housing as a stop-gap mea- 
sure to try and balance the federal budget .. . 


Federal participation in housing was fine when the provinces had no 
plans or organization to carry them out. The Ontario Housing Corpo- 
ration was formed at the request I might say of the federal authorities 
to reduce paper work and red tape. Apparently it is not accepted as a 
housing authority by Ottawa, despite the fact that we are quite capable 
of housing our people quickly and efficiently . . . The federal govern- 
ment have always insisted when the going got rough that they were 
just the banker and it is up to the provinces to provide housing. 


We in Ontario have accepted this philosophy and ask only that your 
government state quite clearly from year to year or over a three year 
period what funds they are prepared to lend us for public housing, 
senior citizens and students’ housing. 


We believe that OHC has all the expertise and experience in housing, 
to approve a project; perhaps even more so than CMHC .. . Costs 
continue to soar and prices go up and I would suggest, as you have 
done in Quebec, that you allocate OHC a sum of money for public 
housing, senior citizens and student housing and then we will live 
within those limits and be guided accordingly. At least we will have 
some measure of control and direction on these matters in Ontario. 
Certainly we cannot continue to operate under the present method... 


Effective April 26, 1971, the approval procedure under section 43 that 
had caused so much difficulty between the two corporations was streamlined. 
In the past, the Ontario Housing Corporation had made its applications for the 
construction of section 43 projects to the CMHC branch office. The application 
had first to be approved by the branch manager and then sent to Ottawa for 
approval by CMHC Head Office staff. The change in the approval procedure 
gives the branch manager the authority to approve projects that are routine and 
contain less than fifty units. For projects that are between fifty and two hundred 
units, the application is sent to CMHC Head Office in Ottawa for approval 
within a limited time. Non-routine applications are similarly forwarded to Head 
Office and receive a more careful examination. 

Certainly, streamlining the procedures is a measure of response to the 
Ontario complaint that OHC was perfectly capable of determining the ad- 
missibility of applications, yet its actions and judgment were being reviewed 
in detail by CMHC. It was still considerably less than the broad delegation of 
authority to Quebec under the Master Agreement. It is also a delegation that 
has not been extended to other provinces. While approval procedures for section 
43 were reviewed prior to the change, the implications for the public housing 
program in general or for the other social housing programs were not examined. 
It was a minimum response to a specific application of pressure from Ontario. 


QUEBEC The Quebec Housing Corporation — established in 1967 
— grew out of provincial studies on housing. Scattered housing studies, under- 
taken prior to 1965, had shown that Quebec’s housing problem was not re- 
stricted to Montreal; difficulties in providing and maintaining adequate low 
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income housing stock were evident in municipalities of all sizes across the prov- 
ince. By April, 1964, provincial concern about low income housing had grown 
sufficiently to result in the creation of an interministerial study committee on 
housing. The committee was composed of representatives of all the provincial 
governmental agencies concerned with this field, including the Department of 
Municipal Affairs and the Department of Family and Social Welfare. 

The committee’s report, submitted a year later on April 21, 1965, noted 
that:34 


The various Acts of Quebec in the field of housing appear to have been 
conceived in a fragmentary fashion . . . (and without) any coordination 
with the other Acts already existing in this field . . . Quebec does not 
have either a central agency which could counsel and guide the munici- 
pal corporations or the private corporations wishing to avail them- 
selves of the National Housing Act to undertake an urban renewal 
project or a low cost housing project. 


The report went on to suggest that the province establish a strong 
housing corporation that would act on behalf of the municipalities in dealing 
directly with the federal government. An important undercurrent in the com- 
mittee’s recommendations was the growing conviction that Quebec should 
assert itself in dealing with the federal government and regain areas of authority 
in the social services that it had given up in the past. 


In the field of provincial jurisdiction, where collectively we have through 
our negligence favoured the presence of the federal government, it is 
essential that we retrieve our jurisdiction and that we exercise this 
completely not only because it is really a social field where we can 
normally have requirements that other provinces would not have . 

I asserted that we were well disposed to cooperate with the federal 
government in the field of housing but that we felt option formulas 
should be finally utilized so that we can withdraw from this joint plan 
and obtain an equivalent physical competition which at that time would 
have given us complete jurisdiction in the field of housing in the Prov- 
ince of Quebec.” 


The debates surrounding the creation of the Quebec Housing Corpora- 
tion set out firmly the two main themes upon which Quebec activity in the 
provision of low income housing would be based: 

(1) that the province become increasingly independent of federal con- 
trol in making decisions regarding the provision of low income 
housing; and 

(2) that low income housing be clearly viewed as an instrument of social 
policy (as opposed to the dominant federal view that housing should 
be treated as an economic lever). 

The Quebec Housing Corporation was finally brought into being on 

June 29, 1967, by the Union Nationale government in Quebec. Although the 


31 Rapport, Interministerial Study Committee on Housing, April 21, 1965, pp. 6-7. 
32 Legislative Assembly of Quebec, Debates, 1965, Mr. Laporte, page 4,432 (trans- 
lation). 
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interministerial committee of 1964-1965 was the product of the previous Liberal 
government, the basic themes of Quebec autonomy and housing as social policy 
were maintained and continued by the UN government. The Act establishing 
QHC, however, provided for a far more restricted sphere of operations than 
had been envisioned by the preceding Quebec government. 

Under the present Act, QHC formally assumes the role of supervisor 
and approval agent for proposals submitted from municipalities, and the role 
of banker in providing financial assistance to municipalities for low income 
housing. Technically, QHC abides by municipal site and design preferences 
and will not directly intervene to provide low income housing without municipal 
initiative to obtain such housing. In practice, the system works quite well in 
Quebec and Montreal, where sophisticated planning staffs can undertake the 
work without provincial assistance. In the smaller, less affluent municipalities, 
considerable use is made of provincial expertise to determine housing need, 
select a site, and plan the project layout. In such cases, provincial preferences 
play an important direct role in housing produced. 

Even in the larger centres, however, municipal authority continues to 
be limited to planning and seeking provincial approval for one project at a time 
— much as the other provinces do when dealing with the federal government. 
The province thus retains a project by project veto control over the municipali- 
ties. After the establishment of QHC, Montreal had requested that the prov- 
ince commit block funds annually to the municipality. The municipality in turn 
would provide the necessary definition of the low income housing programs 
needed in the area, and would proceed to implement them. While the province 
refused to delegate such blanket authority to the municipal level, it did proceed 
to establish the joint provincial-municipal mechanism for planning, site selec- 
tion, project design, and so on, that is now in effect. An interesting element in 
the procedure is the condition that the municipality must approve the project 
plans before they are referred to the province for approval. 

QHC itself, however, is organized on a highly centralized basis. In all 
areas except Montreal, all decisions must be referred to the head office in 
Quebec City. QHC has only one regional office, located in Montreal. The 
regional office’s authority is extremely limited; it deals mainly with relatively 
minor technical and administrative matters. The responsibility for program 
development and project approval continues to remain with Quebec. 

The 1965-66 debates on the establishment of the Quebec Housing Cor- 
poration suggest that the government recognized the need for integrating low 
income housing policy into an overall social policy. An important characteristic 
of the proposed Quebec Housing Corporation was to have been its strong in- 
terest in research. This research was intended to be the basis on which housing 
policy would be developed. The proposed QHC was also meant to have broad 
powers to coordinate the activities of several other provincial departments and 
agencies that affected (or were affected by) low income housing programs. But 
the government that finally established QHC did not share this interest in 
integrating policy development. Now a further change in the government ap- 
pears to have brought with it a renewed concern for integrated provincial policy 
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development. To date, however, that apparent interest has not been translated 
into a clear definition of housing goals or coordination of the activities of the 
various provincial agencies whose work affects housing. 

Relations between CMHC and the Quebec Housing Corporation are 
closely tied to the overall pattern of federal-provincial relations. Quebec has 
translated its insistence on provincial action independent of federal control into 
a series of agreements between Central Mortgage and Housing Corporation and 
the Quebec Housing Corporation on matters of housing policy in Quebec. The 
first agreement was signed in 1968, one year after the founding of the Quebec 
Housing Corporation. That first agreement set the tone for the formal CMHC- 
QHC relations by sharply limiting CMHC discretion in the area of loan 
approvals.#3 

It is agreed between the parties that the declaration of eligibility is for 
the sole purpose of recognizing that the project is eligible for a loan 
under the National Housing Act and determining the amount of such 
loan; the Quebec Corporation has the exclusive responsibility of assess- 
ing the need for the project, of accepting the site, the number and size 
of units, of approving the planning, the architecture, the plans, the 
specifications, of determining the norms and conditions of occupancy 
and the Corporation agrees that a declaration of eligibility shall not be 
refused nor withheld for any consideration related to these or other 
matters of the same nature. 

The day before the agreement was signed officially, CMHC expressed 
concern that this most significant clause had been belatedly added to the agree- 
ment by Quebec and that CMHC had been unable to examine the implications 
of the section carefully.?4 

I know you will understand that we have not had the full opportunity 

to assess the implications of this clause, and although I am authorized 

to sign the three agreements in question with the clause inserted, I 

would like you to understand that the insertion of the clause in the 

agreements relating to the 1968-1969 fiscal year is not to be construed 
as a precedent for agreements in future years. 


The 1968 agreements were signed with the clause inserted. The subse- 
quent agreements have repeated the clause, which has indeed come to act as a 
precedent for CMHC-QHC agreements. The 1971 agreement was considerably 
delayed before signing. The difficulty appears to have been a CMHC Head 
Office opinion that the clause in fact contravenes the definition of CMHC 
responsibilities outlined in the National Housing Act. Presumably, the issue was 
to have been raised in negotiations with QHC; inexplicably, it appears not to 
have been discussed. The 1971 agreement was signed, several months later, with 
the contentious clause intact. 

Interestingly, the CMHC disagreement with Quebec broke down along 
Head Office-regional office lines, the latter being sympathetic to the Quebec 
Position. In addition to viewing itself as an advocate for the region, the Quebec 
regional office had been closely involved in the development of QHC. Following 


33 CMHC-QHC agreement, May 17, 1968, section 1(5). 
34 T etter, CMHC President to QHC President, May 16, 1968. The reasons for haste 
are unclear. They may have related to the imminence of a federal election. 
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the signing of the first agreement, the Corporation delegated its responsibility 
for administering the agreement to the Quebec regional office. It was felt that 
this delegation of responsibility was necessary if discussions between CMHC 
and QHC were to proceed with as few administrative obstacles as possible. 
Prior to the signing of the agreement, only one federal-provincial public housing 
project had been built in Quebec, and that was done several years before. The 
long hiatus in public housing activity meant that the relative success of initial 
negotiations between the two Corporations would be extremely important in 
encouraging further Quebec activity in the area and the regional office would be 
better able to respond to provincial needs than Head Office. 

In addition to delegating responsibility to the regional office, CMHC 
further agreed to provide QHC with a series of auxiliary services. These in- 
cluded appraisal, architecture, and inspection, and were rendered on behalf of 
QHC by people who nevertheless remained within CMHC employ. Technical 
expertise in other areas (equally important if QHC was going to build a tech- 
nical capability while it was undertaking a significantly expanded public housing 
program) was lent to QHC through a system of seconding CMHC personnel to 
the Quebec Housing Corporation offices for a stated period of time. CMHC, 
and particularly the area offices, were thus closely involved in the development 
of the Quebec Housing Corporation. While the services have now been discon- 
tinued in light of the development and expansion of QHC, it is not at all sur- 
prising that the sympathies of the regional office have tended to lie with the 
province it served. 

While at first glance the Master Agreement appears to be a major break- 
through in a delegation of authority from the federal to the provincial levels, 
on closer analysis it is clear that it is not. The Agreement does not include 
direct lending (an activity that has provided significant underwriting for subur- 
ban development since World War II) or section 15 entrepreneur (a program 
that frequently competes with public housing). In other. words, it is simply a 
somewhat more comprehensive arrangement for public housing; it has not 
resulted from a thorough review of housing policy generally, or social housing 
policy in particular. A major failing of the agreement is the lack of program 
guidelines and national objectives to which the provincial program must re- 
spond. The 1971 CMHC concern over control was a concern directed toward 
individual project approval, not one directed toward control of the broad pro- 
gram thrust. As with the change in section 43 approval procedures in Ontario, 
the Master Agreement was a federal response to a specific provincial pressure. 


BRITISH COLUMBIA _ The British Columbia Housing Management 
Commission (BCHMC) is the organization primarily responsible for the delivery 
of low income housing in British Columbia. Established in 1967, the Commis- 
sion is formally charged with the responsibility for managing public housing in 
the province. In actual practice, however, this has meant that the Commission 
is charged with the responsibility for managing public housing in Vancouver, as 
only a very small proportion of public housing built in the province has been 
built outside the City. 
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British Columbia builds public housing exclusively under section 40 of 
the National Housing Act. Prior to the establishment of the British Columbia 
Housing Management Commission, public housing in Vancouver (as elsewhere 
in the province) was handled in the traditional fashion by a local housing au- 
thority. The Vancouver Housing Authority, like all housing authorities, was 
composed of political appointees not necessarily conversant with the problems 
of delivering and managing low income housing. In the province’s opinion, it 
was inappropriate to charge these people with the responsibility for administer- 
ing such valuable assets. At the same time, the province began to consider the 
possibility of establishing some sort of provincial organization to administer its 
public housing program. Several alternatives presented themselves: a series of 
relatively independent local housing authorities located in each municipality 
where a public housing project was built; an Ontario Housing Corporation type 
of organization to parallel the operations of Central Mortgage and Housing 
Corporation; and the British Columbia Housing Management Commission. 

Composed of two representatives of the provincial government, two 
CMHC representatives (from the regional office), and one representative from 
the municipality in which the public housing is located, the Commission was 
specifically designed to: 

(1) facilitate the’ greatest possible use of existing CMHC expertise, 
rather than develop a provincial organization that would be in com- 
petition with CMHC; and 

(2) insure that those who served on the Commission would be expert in 
housing matters as well as being in positions of authority with regard 
to approval of projects. 

Formally, the Commission is only responsible for managing existing 
public housing. Informally, proposals for new projects or discussions of public 
housing needs in particular municipalities will very often be brought before 
Commission members for their consideration. The province is strongly in favour 
of this informal use of the Commission as a tri-level forum on housing policy, 
and continues to stress the importance of federal-provincial cooperation in low 
income housing policy development. 

Although the City of Vancouver has an almost permanent representa- 
tive on the Commission (by virtue of the fact that the majority of public housing 
is built within Vancouver), the municipal role in policy development is still 
quite secondary to that played by the federal and provincial representatives. 
First and foremost is the fact that the municipality has only one representative 
while the senior levels have two apiece. Secondly, because the municipal rep- 
resentative changes, there is no ongoing municipal voice in the Commission’s 
informal policy development activities. The continuity previously provided by 
the Vancouver representative will begin to break down as public housing is 
built in other municipalities and the municipal representative changes. 

British Columbia makes little pretense of having a social housing policy 
that is integrated with the activities of various provincial departments and 
agencies. Indeed, the government prides itself on having a “policy of the day”, 
i.e. remaining very flexible to meet new problems as they arise. The tendency 
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to rely on federal initiatives and expertise in the provision of housing has ob- 
scured the need for careful provincial planning. As a result, decisions regarding 
low income housing tend to be based on very limited criteria (housing need is 
considered as a problem of shelter only) and to limit narrowly the implications 
considered (in rental housing the focus is on maintaining the project after it is 
built, and in purchase housing it is on the administration involved in disposing 
of the units). 

In British Columbia, the operations of CMHC and the province are 
highly integrated and complementary. Participation of regional personnel on 
the BCHMC has resulted in a close working relationship in policy formulation. 
The structure of BCHMC reflects a provincial desire to work with the federal 
government wherever possible. Although British Columbia could well afford 
to build its public housing under section 43 (and thereby avoid many of the 
difficulties that develop when dealing with Head Office, as well as have the 
benefit of ownership of the project), the province has steadfastly maintained 
that public housing is a joint federal-provincial responsibility. 

The cooperative atmosphere, however, does not extend to Head Office. 
The delays inherent in processing section 40 approvals strain provincial con- 
fidence in federal abilities. British Columbia, too, has had its share of public 
housing fiascos: building materials and designs that are inappropriate, area 
office tentative approvals that are overruled, Head Office intrusions into what 
are minor details of construction, specifications that result in purchase of defec- 
tive or “end of the line” equipment that cannot be repaired. Such difficulties, 
coupled with a system that fails to provide authority to the field offices with 
whom the province deals directly, lead to provincial demands for a decentralized 
CMHC. | 

Although British Columbia is concerned with maintaining a position of 
dominance in developing low income housing policy within its borders, there 
has been little suggestion to date that the best way to do so is through uncondi- 
tional grants from the federal government to the province. Good working 
relationships that have resulted in a joint housing commission and CMHC area 
offices that are prepared to act as the province’s advocate when dealing with 
Head Office have obviated the need for a militant posture in favour of uncon- 
ditional grants. As long as the housing program results agree with the general 
thrust of provincial priorities, British Columbia appears to be disinterested in 
assuming a more visible, unilateral (and, consequently, a more politically vul- 
nerable) position in policy development. 

Ontario, Quebec, and British Columbia are the three basic provincial 
models. Both Ontario and Quebec have strong, highly centralized housing agen- 
cies and both operate with a relatively high degree of independence — Quebec 
formally and Ontario informally. The major difference between the two is in 
provincial-municipal relations. Where Ontario has acted to downplay the munic- 
ipal role and discourage municipal interest in housing, Quebec — albeit some- 
what belatedly — appears to be moving in the direction of building municipal 
expertise and encouraging local interest in housing. 

The British Columbia model contrasts quite sharply with the others. 
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Emphasis is on close federal-provincial cooperation with long term reliance on 
federal expertise (rather than Quebec’s short term reliance to build up its 
provincial corporation), and direct federal-municipal contact. The ways in 
which the other provinces have organized to deliver low income housing have 
been variations on one of the three models. 


Alternative Variations 


Saskatchewan follows closely on the B.C. model. Housing policy in the 
province is developed by a Housing Review Committee that includes the two 
CMHC branch managers as sitting members. Housing administration and man- 
agement is the responsibility of the Director of Housing, responsible to the 
Minister of Municipal Affairs. The province has been extremely passive in 
housing matters, relying heavily on CMHC and the results of direct federal- 
municipal negotiations. Although the Saskatchewan Housing and Urban Devel- 
opment Corporation has existed on paper since 1968, there are few signs that 
the province will put it into operation, substituting a provincial corporation for 
the joint federal-provincial structure that now exists. 

Manitoba, like Quebec, built almost no public housing until the close 
of the 1960’s. The Manitoba Housing and Renewal Corporation was not estab- 
lished until 1967; from then until March, 1970 it had a staff of three. Manitoba 
municipalities were discouraged from dealing with the federal level directly 
and developed no particular housing expertise. The 1969 change in government 
brought with it a deep concern for low income housing that was translated into 
a sudden and rapid expansion in the public housing program.*® The emphasis 
on immediate unit starts left little time to worry about developing municipal 
housing expertise or a strong municipal role in housing planning. It is still too 
early to determine if the province will move toward the Ontario model with a 
dominant provincial agency, or attempt to decentralize and delegate housing 
responsibility downward to the local level. 

Although the first members of the Nova Scotia Housing Commission 
were appointed in 1934, the Commission’s activities amounted to little more 
than official support for the cooperative housing work undertaken by St. Francis 
Xavier University. The province maintained a low profile in public housing 
negotiations and continued instead to encourage direct federal-municipal plan- 
ning. A 1970 change of government appears to have brought with it a new 
interest in provincially developed low income housing programs. Reorganiza- 
tion and staffing plans suggest that the Commission’s role will increase. The 
extent of future municipal participation is uncertain; the province has estab- 
lished a royal commission to investigate a number of municipal government 
aspects that may have a bearing on the municipal role in housing. At present, 
the provincial corporation is dominant outside of Halifax, but that city con- 
tinues to participate in housing programs under section 40. 

The Alberta Housing Corporation was established in 1967, largely to 


35 From 1950 to 1970, Manitoba built 568 units of section 40 public housing and 940 
units of section 43 public housing — 76 in 1969 and the remaining 864 in 1970. 
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take advantage of urban renewal legislation. Alberta, too, had emphasized a 
dominant municipal role with the province only acting as a formal approval 
authority. Edmonton and Calgary responded by developing strong local housing 
agencies and exercising their independence in dealing with the federal govern- 
ment to build public housing. Within the last few years, however, Alberta has 
moved steadily toward the Ontario model. The Alberta Housing Corporation 
has expanded considerably in size, demanding a fuller exercise of provincial 
authority vis-a-vis the municipality. Reliance on CMHC expertise has dropped 
considerably as the province moves to establish itself firmly between the federal 
and municipal levels. Here, as in so many of the other provinces, provincial 
muscle-flexing has been steadily encouraged and promoted by CMHC field 
personnel. 


The Municipal Role in Housing 


The nature and level of municipal participation in low income housing 
program has been affected by a variety of factors, most of them limiting. Most 
visible have been the shifts in federal-provincial relations that de-emphasized 
municipal responsibility and focused on increasing provincial investment in 
low income housing. Provincial housing agencies were encouraged to develop, 
municipal authority reduced, and municipal interest in providing low income 
housing deliberately dulled. 


The Impact of Program Requirements 


To ensure the growth of a provincial buffer between the federal banker 
and its municipal clients, program requirements were altered. The 1949 legisla- 
tion insisted on a federal-provincial partnership to build public housing under 
section 40. Because the section provides for a 75 per cent-25 per cent provin- 
cial split on costs, it has been more popular with poorer provinces than the 
lending arrangements under section 43. The 25 per cent provincial share under 
section 40, however, is rarely paid in full by the province; a percentage of the 
cost is normally levied against the municipality in which the housing is to be 
located. 

The municipality exercises relatively little control over the housing. Al- 
though the municipality must initiate the request and is normally charged with 
site selection (usually the land is municipally owned and is sold to the partner- 
ship), control ends there. Project design, layout, materials, density, facilities, 
and fit into the neighbourhood are considered to be either Head Office CMHC 
responsibilities, partnership responsibilities, or not considered at all. 

Section 43 public housing is more favourable to municipal participation 
in project planning, since CMHC considers project planning as the responsibili- . 
ty of the borrower (either the munincipality or the province). The financing 
provisions, however, make it extremely difficult for a municipality to proceed 
without provincial participation. Section 43 is a loan arrangement, requiring 
10 per cent equity and a loan of 90 per cent, with operating losses only shared 
on a SO per cent-50 per cent basis rather than the 75 per cent-25 per cent of 
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section 40. Predictably, the need for provincial financial assistance has led 
several provinces to question the value of maintaining municipal control. In- 
stead, they have transferred authority to the provincial housing agencies. 

Another area in which municipalities traditionally played a major role 
— even after the 1949 changes in public housing — was in non-profit housing. 
Section 15 non-profit housing made loans available to municipalities, service 
clubs, etc., for 90 per cent of the cost of project construction. The program 
became a popular way for municipalitics to provide housing at cost for needy 
members of the community, notably the elderly. While the program provided 
more attractive financing for project construction, section 15 housing was not 
eligible for any federal operating subsidics. 

Without the subsidies, the rents were higher than in comparable public 
housing projects (also serving the elderly) which were eligible for federal operat- 
ing subsidies. Pressure began to build to equalize rental costs between the two 
types of publicly-owned housing. With maintenance costs increasing as more 
units were built and existing units grew older, municipalities turned to the 
provinces for financial assistance. Not surprisingly, the provinces resisted trans- 
fers they could not collect, in whole or in part, from the federal level. The 
provinces began to press for public housing as the preferred alternative. Without 
substantial assistance, the municipalities could not afford to continue to build 
under section 15. Municipal interest in directly providing low cost housing 
dropped considerably. 


Limited Municipal Revenue Sources 

An extremely important element in effective municipal participation in 
low income housing programs, then, is the financing arrangements in the pro- 
gram and their relationship to municipal revenue sources. At present, the two 
basic sources of revenue are provincial grants and the property tax. 

Provincial grants are rarely unconditional. The majority are tied quite 
tightly to specific programs or actions by municipalities. There are two reasons 
for this: 

(1) Conditional grants ensure that the province can control the expen- 
diture of funds it transfers to the municipality to make certain that 
the provincial priorities in the area are met. 

(2) There is a continuing provincial conviction that municipalities, as 
provincial. creations, should not be set free to determine their own 
prioritics. While the provinces are quick to call for increased local 
(read: provincial) authority to determine that will be done when, 
they turn deaf ears to similar calls from municipalities. 

The continued use of conditional grants means that municipalities are 
left with very little leeway to determine what is needed in the local area and act 
to satisfy the need. If meeting the need is not a high provincial priority (and 
meeting the needs of urban centres in the area of social services has not been 
high on the list of rurally-dominated provincial legislatures) and consequently 
has little funding, the municipality must cover the costs of meeting such a need 
through its other revenue source: the property tax. 
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The property tax has been repeatedly cited as highly regressive and 
unsuitable as a source of funding for urban programs. Its regressivity hits hard- 
est at those with low and/or fixed incomes and is inevitably passed directly on 
to tenants in rent. The trend toward market value assessment will further ag- 
gravate the problem. Assessments in older centre-city neighbourhoods — not- 
withstanding the fact that the residential structures may be of a low income 
character — will be hardest hit by market value assessment®® as a result of 
increases in the land value component. 

Though strongly challenged by recent studies,’ conventional wisdom 
had long held that the higher the assessed value of the property (both land and 
buildings), the more tax revenue was contributed at less cost, producing an 
absolute revenue gain for the municipality. In residential development or re- 
development, then, there was everything to be gained in building as close to 
luxury accommodation as the market would bear. The municipal concern for 
stabilizing costs (especially in “‘soft” or “people-oriented” services) and keeping 
the mill rate down resulted in a municipal reluctance to participate in increased 
low income housing activity. 

In a 1971 study undertaken for CMHC, T. J. Plunkett has pointed out 
the extent of the fiscal squeeze exerted on local governments. More than 50 per 
cent of revenues go to education costs (over which they have no control) and 
capital debt. In most Canadian cities, the level of annual expenditure on educa- 
tion rose by 15-20 per cent per year. In some of them, recreation and communi- 
ty services and welfare expenditures increased even more rapidly. The pressure 
of population growth and demand for increased urban services is straining 
municipal revenues. The following tables from the Plunkett study depict the 
effects of those pressures. 

Faced with growth in expenditures of that magnitude and left to rely on 
the property tax as the only means to raise revenues, municipalities will con- 
tinue to feel constrained to exclude buildings of lower value to protect their tax 
bases. When one realizes that all taxes are paid for out of income, that the 
value of the dwelling inhabited is only a very rough indication of relative ability 
to pay, that the regressive nature of the property tax (a consumption tax with 
arate on the order of twenty to twenty-five per cent) is well recognized, and that 
all that is required to replace it is a modification of institutional arrangements 
for revenue sharing, one can only wonder at its continuing preeminent position. 

Even where municipalities want to participate in housing programs for 
the low income, the limited nature of municipal revenues demands financial 
participation by the province either directly (in aiding housing subsidies) or 
indirectly (in increasing provincial assistance for soft services and infrastruc- 
ture). Still, municipalities interested in developing and administering special 
programs to meet the particular needs of their areas continue to be hindered by 
the lack of unconditional funds. 


36 See Market Value Assessments: A Study of the Theory, the Practice, and the 
Results (Toronto: Bureau of Municipal Research, Summer, 1970). 

37 For example, the recent analysis on the costs and benefits of apartment develop- 
ment in the Borough of York undertaken by Price-Waterhouse Associates, 1971. 


163 


"€g ‘d ‘sw paystqndun ‘[/ 6] ‘OHIWO ‘iuauusas0y jodiaiun w 


uDIpOUD) fO SSaI04g SULYD W-UOIS1Iaq ay] puv aanjonals [pjouvuLy ayy “Woxuntg “f | :gOunog 


‘uor}eonps SuIpnyouy (z) 
‘uolvONpa SuIpNox_ (;) 


SOI z's €°SI Cpl a Oe eh es (z)'dxq jodioiunyp 1010], 
or 7 oo a? Ae” 6 ae a ee Tones 
16 i.) e bt € vl ee oe. © ee ae (1)' xq jodiauny 10101 
yy: a rae Bie ao = a eee Perna a eaneaes 
0'6 4 VE? 06! Set "**S9OIAIIG APUNWIWOD pue UONeaIDDY 
i= 9°87 Z'Ol 0'6 Ogg O ~ 2A re oem eee ee OUR}OM 
0°01 op Ib 6'9— ger Ses ee tas byegee ohn ae any Berke weeH 
8°6 €°9 0°TI IT St eee [PAOW AY o}SeAA PUR UOTIEIIURS 
8°8 rai 6°81 I'L raat Dx gies: ; Sod Beet SHIOM D1QNg 
¢°8 ES € vl 9'T 6.51 ***Ayrodoig pue suosisg 0} U01]99}01g 
io v8 vvl 6°9 6ST oo gee at oe JUSUIUIOAOD [eI9UaH 
(©) (2) eo: (¢) ) 
-000°002 000°00I-0S 000°0S-02 000‘0S-02 
SAI) O14D]UQ SIMI) DIOIS DAO N SAMI) O140JUQ SONI) D14aq| py SAD) (O'T 


QU2D 19g) 6961-1961 —AZIS AM SALLIO ‘VGVNVO NI SHYNLIGNAdXd TVdIDINAW 
GyLOAaTAS YOA HLMOUYO AO SALVUY TVWANNV AOVUAAV 


[ 9qor 


164 


‘gp ‘d ‘sw poysipqndun ‘[/ 6, ‘OHIO ‘iuauusaaoy jodiniun pw upippun) fo ssao1g 8u1yDW-uoIs12aq ay} puv aanjonaly jo1guDULy ay ‘WwoyuUnN|d “f “L :AOUNOG 


‘uonvonpe BuIpNisuy (z) 
‘uoleonpe SuIpn[oxq (7) 


16 bor ah 6ST Seal te Se oh See ok Ue Ne cn ak (z) dxq Jodiaiunyp 10101 

— ae PSI 6°61 y aI Pep ETE TSECTICIISETONLSS “+++ -uoneonpA 
b'6 9°L a (anal oma e | yi te aes: cae (1) dxq jodioiunp 1010] 

ao ie ar 6-6 ¢-o— Me ean ee ie, sen ee so8iey 109C 
BCe 9°€7 1°82 bO€ 16 Clie oS ee SAdIAIIG AWUNWWOD pur UONee1Doy 
£0: ez oy 11 61 6°81 shang Maree aveanice tea as oIeyIOM, 
6-0 (ee Ol = o~ a SPT eae eee See eeeeees sunrpary 
9°8 9°8 a | PAL 9° TT 6 ie ee [PAOWIDY d1SeAA PU UOT}L}IULS 
oO Ree ee a ez 1° fea oa ee bts ait pee SHIM BGNg 
16 CL e's 0°91 oe Cat aa es ‘ Aylodo1g puke SUOSIIg 0} UOT}99}01g 
ep han Z¥1 1 Pr ppl Nee ee jUSUMIAAOD [eIOUDD 
ee ee ne ere mee en ae 


(WU9D 19g) 6961-1961 — AZIS AM SAILIO ‘VGVNVO NI SAYNLIGNAdXT TVdIINNW 
GHLOATAS YOOX HLMOUO AO SALVA TWONNV FZOVAAAV 


C19 


165 


Municipal participation in low income housing programs, then, has been 
depressed as the result of the structure of municipal revenue sources. 


Housing and Local Government Structure 


In addition to the variety of external factors that influence municipal 
enthusiasm and ability in low income housing — program requirements, devel- 
opment of provincial housing agencies, availability of revenue — there are a 
number of internal factors. These are the structure-related elements that affect 
the likelihood of municipal responsiveness to the needs of the low income and 
the ability of local government to implement the needed programs. 

It is generally agreed that municipal organizations and structures, suit- 
able 100 years ago to deal with small, homogeneous populations, are no longer 
adequate to meet the needs of larger, highly diverse, rapidly growing urban 
centres. A number of local government reorganizations have taken place across 
the country. But they have been, at best, partial solutions to the problems of 
urban local structures; their focus has been almost entirely on implementation 
problems rather than the problems relating to responsiveness and policy 
development. 

The reorganizations fall into two basic categories: establishment of 
special purpose regional planning agencies or establishment of multi-purpose 
regional governments. The provincial focus has been primarily on increasing 
administrative efficiency and effecting economies of scale. “Rationalizing 
municipal jurisdictions” has come to mean amalgamation or annexation of 
existing units to increase their size and decrease their number (13 municipalities 
reduced to 6 in Metropolitan Toronto; Edmonton and Calgary operating with 
continued annexations; St. John and the proposals for Moncton and Fredericton 
that emphasize amalgamation; proposals for the reduction in the number of 
area municipalities in the Montreal Urban Community). In those areas where 
regional planning boards have been used instead of, or in tandem with, multi- 
purpose regional governments, the emphasis has also been on drawing together 
several municipal planning jurisdictions to participate in a single super-munici- 
pal planning board. 

Regionalization of local government has its roots in concerns that urban 
centres generate considerable growth in fringe land over which they have no 
control. Too often the result is unplanned urban sprawl. Regional planning 
agencies and regional governments are expected to plan, develop, and service 
urban centred areas in a more efficient and coordinated fashion. Their concerns 
are with the overall issues regarding urban growth; they are designed to respond 
to major shifts and thrusts of aggregate needs, not the particular needs of par- 
ticular groups and areas. 

And the regional governments, regional districts, regional planning 
agencies, and so on, that have been established across the country have proven 
reasonably well-suited to deal with large scale urban development problems, 
to plan with broad brush strokes. Where most of the reorganizations break 
down is in their failure to attend to the problems of policy development and 
responsiveness to community needs. Demands to increase citizen participation 
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are demands for access to the decision-makers and the decision process to 
attempt to counteract the tendency to ignore the special needs of particular 
groups that inevitably results from the search for single answers to achieve “the 
greatest good for the greatest number.” 

Local government reorganizations, with Winnipeg as the notable excep- 
tion, continue to ignore the demands. For example, the larger the geographical 
area covered by a single agency (planning board or regional government), the 
more diluted the voice of special groups. Diluting a group’s voice can result in 
ignoring the problems created by its special needs and lack of development of 
or participation in programs suited to those needs. This is true of a variety of 
services for minority groups in general, and particularly true of services and 
programs directed toward the low income group, including housing. 

The problems created by working with larger units (necessary for plan- 
ning purposes) are frequently compounded rather than alleviated by the govern- 
ment’s structure. Council size is one element. The use of small local councils 
came into vogue during the era of “scientific management of our cities” in the 
early 1900’s. Emphasis during that period was on efficient administration and 
streamlined decision-making. The fewer people involved in the decision, the 
better. The small council was specifically designed to be inaccessible so its 
members could get on with the business of running the municipal corporation. 
Small, “workable” councils continue to be dominant in Canadian local govern- 
ment. 

Complementing the small council is the at-large election where coun- 
cillors are elected by the city as a whole to ensure a broad perspective in local 
decisions. Where ward elections have been used to decrease the elector/elected 
ratio somewhat, the wards have frequently been drawn to cut across community 
lines and provide as broad a cross-section of the city as possible in each ward.** 
Theoretically, this would prevent the councillor from identifying too closely 
with a particular constituency group. In fact, it provided a screen for high iden- 
tification with middle class interests and a low incidence of responsiveness to 
the needs of the income group. 

In several areas, the regional agency sits as an upper tier of government, 
not coterminous with the local municipality. Election to the upper tier is usually 
indirect: one sits on the upper tier by virtue of election to the local level. But 
elections are rarely fought on regional issues; candidates stand or fall on their 
performance at the local level. In two-tier systems, housing has frequently been 
placed at the upper level, thus reducing the emphasis on housing issues locally 
and decreasing still further the sensitivity to the housing needs of particular 
groups. 

The continued use of special purpose agencies is a further obstacle to 
responsiveness. Special purpose agencies have developed and been used for a 
variety of reasons: 


38 This was specifically done in the City of Toronto until the 1969 redistricting, 
and had been the basis of district boundaries in Winnipeg where upper tier dis- 
tricts deliberately cut across municipal boundaries until the 1972 reorganization. 
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(1) efficiency and expertise: again a throwback to the “scientific man- 
agement” era, it was felt that service delivery would be far more efficient if the 
people responsible could specialize in a single area, rather than concerning 
themselves with a variety of functions (as occurs when one serves on a municipal 
council). 


(2) removal from politics: here again is the notion that service delivery 
is apolitical, on the assumption, presumably, that a series of value-neutral 
decisioris are made that do not distinguish the particular needs of particular 
groups resulting in an allocative process. The principle of apolitical decisions 
is often translated into appointment, rather than election, to serve on the agency. 


(3) patronage: in apparent conflict with the idea of removing the deci- 
sion from politics, appointments to serve on special purpose agencies (notably 
local housing authorities) have been used repeatedly to reward the politically 
faithful and ensure that those serving on the agency will be making decisions 
politically palatable to the appointing authority. 


(4) citizen participation: in recent years, special purpose agencies have 
been suggested and used as mechanisms to increase citizen participation. The 
more corporations, commissions, committees, and boards, the larger the number 
of posts to be filled, thus the greater the number of people involved. 


(5) intergovernmental relations: special purpose agencies are also often 
used as joint two or three-level units when the governments cannot or will not 
agree to delegate the authority to an existing agency. 


Although used at all three levels of government, special purpose agen- 
cies are most common at the municipal level. In part, this results from the 
historical notion that municipalities are caretaker units involved primarily in 
the administration of provincially determined programs. Particularly common 
are special purpose agencies for housing and housing-related purposes: plan- 
ning boards, utility commissions, housing companies and local housing authori- 
ties, transit commissions, school boards, and social service agencies. 


The results of the proliferation of such agencies have been far from 
Satisfactory in major urban centres. Special purpose agencies — precisely be- 
cause they are designed to focus on a limited sphere of interests — contribute to 
a balkanization of municipal level authority. The majority of special purpose 
boards that directly influence housing and housing-related decisions operate 
with considerable independence from control by the municipal council’? and 
control or coordination with each other. 


When decision authority is divided among so many relatively indepen- 
dent agencies, the potential for developing comprehensive policy is severely 
atomized. Yet the decisions taken by the various agencies are all interrelated, 


39 Planning boards are less independent than others because their decisions normally 
must be ratified by the council (where the two boundaries are coterminous) or the 
council of the one “designated municipality” where more than one municipality 
is included in the area. Informally, however, planning board decisions carry con- 
siderable influence and are not often overturned. 


168 


each affecting the others. At the same time, the primary decision-makers in the 
majority of the agencies (school boards are a notable exception) have low public 
visibility and are not responsible to the public. The public rarely knows who the 
participants are and has no direct voice in their selection. In an area as politi- 
cally charged as housing and development policy the atomization of authority 
has come to be viewed by citizen groups pressing for more comprehensive 
policy decisions as an almost deliberate attempt to create a non-responsive 
municipal environment. 


Ironically, in the absence of a comprehensive reorganization of existing 
structures, efforts to facilitate community-responsive decision-making have 
often focused on the development of still more special purpose agencies. Par- 
ticularly common is the use of various forms of advisory bodies to assist the 
decision-makers, whether elected or appointed. 


While many provide useful inputs in the short term, they do not serve 
to correct the basic structural problem inhibiting the decision process. What 
begin as dynamic additions are still institutionalized and end by spreading the 
decision authority still thinner. 


The ways in which municipalities are organized to plan and deliver low 
income family housing are the result of the political and organizational context 
— from the federal government, to the province, to the local administration — 
in which low income housing decisions must presently be made. 


Edmonton and Calgary, as a result of the major role played by the 
municipalities in Alberta, have active and well-developed local housing agen- 
cies. Edmonton, concerned with the housing need in the city and favouring the 
use of public housing, established the Edmonton Community Housing Organi- 
zation in 1969. To expedite a fast start in public housing, ECHO was tem- 
porarily placed directly under the Chief Commissioner. The original intention, 
however, was that community housing should be a specialized division of a line 
department. ECHO was thus subsequently placed in the Department of Proper- 
ty and Building Management, reporting to the Chief Commissioner through the 
Commissioner of Public Works. Placing housing in a line department has in- 
sulated housing decisions from the council. While this may permit the housing 
agency to act more quickly, it reduces the political responsiveness of the 
housing unit. 

The existence of ECHO as a municipal unit devoted completely to 
“community housing” has given Edmonton a relatively strong municipal ca- 
pability in the low income housing field. Until the recent upswing in Alberta 
Housing Corporation activity, ECHO planned and developed public housing 
directly with CMHC. ECHO has been moving toward more, sophisticated 
methods to estimate housing need and developing both short and long range 
plans to meet the need. 

ECHO acts as the coordinative centre for public housing decisions, 
maintaining close contact with both the Edmonton Housing Authority and the 
City Planning Department. The City would like to see the three municipal level 
agencies act in concert to plan, build, and maintain public housing. While the 
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local housing authority*® has expressed considerable interest in doing so, the 
province has strongly discouraged such action, presumably because this would 
make a strong AHC presence in Edmonton superfluous. 

Calgary operates with a Housing and Urban Renewal Department. 
Originally established as the Urban Renewal Department, its early housing 
function was only to plan for the public housing needed to replace units torn 
down during urban renewal. 

Because the majority of public housing projects in Calgary have been 
built by proposal call, HURD has had a smaller role to play in planning and 
designing projects than has ECHO. Perhaps as a result, HURD has acted as 
less of a coordinating centre. 

An additional limiting factor in a more major role for HURD, however, 
is the Calgary Housing Authority. Unlike Edmonton, the CHA is interested 
only in strict management questions and operates its projects with a minimum 
of attention to the tenants’ social needs. In this regard, the CHA appears to be 
carrying out a role preferred by AHC. As a result, relations between CHA and 
AHC are excellent but those between AHC, CHA, and the City generally 
are not. 

In contrast to Alberta, public housing activity is a recent phenomenon 
in Quebec. Although the Quebec municipalities lack a tradition of low income 
housing activity, the province has emphasized the need for strong municipal 
participation. To effect that participation, the municipality works through a 
Municipal Housing Bureau. 

The housing bureau is a special purpose, non-profit corporation estab- 
lished through provincial charter at the request of the municipality. The housing 
bureau acts as the municipality’s agent in housing matters. 

Although the bureaus are legally quite separate from the municipality, 
their members (the board of the bureau is composed of five members) are often 
municipal employees specializing in housing or housing-related matters. The 
practice of cross-appointments brings the housing bureaus very close to munic- 
ipal decision-making. 

In the municipal corporation proper, the larger municipalities have 
general planning departments (or, as in Montreal, a specific housing department) 
that work with the housing bureau. A constraint on departmental effectiveness 
— and one that appears to prevail in virtually every municipality across the 
country — is the lack of coordinating authority to bring the activities of several 
departments into line. Neither the housing bureaus nor housing departments 
have succeeded in overcoming departmental independence. 

Although the province has placed considerable formal authority with 
the municipalities in terms of planning and designing public housing, the 
municipalities do not have block areas of authority in which to act, without 
referral of decisions on individual projects to QHC. In smaller centres, where 


4° Local housing authorities were the structure decided upon to manage section 40 
public housing. Members must be approved by all three levels of government and 
serve unpaid. See the section on public housing for a more complete description. 
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a considerable amount of the expertise continues to come from QHC, there 
may be more justification. In larger centres that have very sophisticated staffs 
on hand, there is little reason to continue the project by project review. 


Although construction of low rental or subsidized housing is a function 
the regional Urban Communities in the major centres could undertake, they 
have not done so. Organization for housing purposes has continued to be at the 
local level. 

Municipalities in the other provinces under study have not tended to 
develop special structures to enable the municipality to participate in low income 
housing programs; the majority operate through planning boards and develop- 
ment departments. 

Halifax has placed responsibility for housing planning with the position 
of Social Planner. The City Social Planner has overall responsibility for plan- 
ning and integrating the provision of a variety of social services, including hous- 
ing. To date, however, there has been a close relationship between public 
housing and urban renewal, public housing being used as replacement housing 
for slums cleared. Responsibility for matters of area clearance and redevelop- 
ment continues to rest with the Development Department. 

Secondary housing responsibility — in the form of land use approvals, 
zoning changes, etc. — rests with the City Planning Department. The Social 
Planner has tended to become active only in the area of public housing and then 
only after the project is built. The projected increase in Nova Scotia Housing 
Commission activity leaves the City’s future development of a housing capabili- 
ty uncertain. 

Metropolitan Toronto has the responsibility for housing planning in the 
area. Although there is a housing department, its activity has been quite limited. 
Given that Metro has the fiscal and manpower resources to organize a highly 
sophisticated municipal housing operation, its failure to do so reflects the trend 
— since 1963 — of increased provincial control and dominance in the housing 
field. 

All new public housing at present is built and managed by OHC. Metro 
Toronto continues to manage some earlier projects, but is seeking to transfer 
them to OHC to reduce subsidy costs. Area municipalities are involved only to 
the extent of providing the necessary zoning changes, where needed. 

The Metropolitan Toronto Planning Board is the agency responsible 
for negotiating with OHC in the planning for housing. With the exception of 
the recent attempt to estimate housing need in the next decade, little has been 
done to develop a housing policy for Metro. 


Vancouver has no municipal housing department. What planning for 
housing is undertaken is done primarily by the planning department which 
emphasizes physical, land use considerations. Since the vast majority of Van- 
couver’s low income housing was built as a result of urban renewal clearance 
activities, there has been no real attempt at housing planning in the City. Plan- 
ning that has been undertaken has tended to be both short range and confined 
to one or two neighbourhoods affected by an urban renewal proposal. 
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Regina, like Vancouver, has no housing department. Planning for hous- 
ing needs is undertaken by the City planning department. 

Until the recent request from CMHC to all provinces for a five-year 
estimate of need and activity, there was no perceived reason to determine low 
income housing need. Low income housing was needed and the continued low 
level of activity was not likely to meet the need in the foreseeable future. As a 
result of the request for a five-year estimate, however, the City has undertaken 
to gauge the extent of the need for housing. The major part of the public hous- 
ing planning and building effort in Saskatchewan continues to be the respon- 
sibility of CMHC. 

Winnipeg, as well, does not have a specific municipal agency responsible 
for housing. Planning for housing is undertaken by the City planning depart- 
ment. The planning — as is the case in virtually every city — tends to focus on 
questions of site selection and piloting through Council the zoning changes 
necessary for public housing. The remainder of the housing function in Win- 
nipeg is undertaken by the Manitoba Housing and Renewal Corporation. 

This chapter has traced the development of the federal banking role, 
the reluctance of the federal government to control or compete with private 
market operations, and the refusal to set goals and plan comprehensively for 
housing. On constitutional grounds, the responsibility for housing policy and 
the implementation of housing programs have been pushed back to the provin- 
cial level. The provinces have accepted that responsibility, at first reluctantly, 
then hesitantly and now whole-heartedly. At the same time, the federal govern- 
ment has funded an expansion of the social housing program and is attempting 
to reassert its leadership in housing policy. 

The provincial activity has taken place at the expense of the already 
minimal municipal role. Program requirements, financial difficulties and struc- 
tural characteristics made municipal social housing activity difficult. The entry 
of provincial housing corporations into the field, with their superior resources 
and powers of control, has resulted in municipal abandonment of activity or 
will have that effect shortly. 

While there has been willingness on the part of the federal government 
to increase the funding of social housing programs, that lending activity con- 
tinues in a context of aggregate production goals and sanctity of unguided 
private market operations. No goals have been set for individual programs. 
Even the objectives implicit in some of them have not been met. Operating in 
that context of priority to private production, with limited funding or support, 
they have had little success, as can be seen in the chapters which follow. 


Chapter 5 


Public Housing 


Canadian public housing has been described as:! 


. . . a minute segment of expensive housing, physically isolated and 
separately identified, put in place by a tedious complicated process of 
intergovernmental checks and balances and occupied by a deliberate 
concentration of those in social or economic difficulty. When it is 
realized that this intermittent trickle of social housing production is 
contrived quite outside the mainstream of the community’s life and does 
not even belong to the cities it serves but is held on lease from a separate 
Structure of senior government, the approach to the problem becomes 
SUSDOCE (5, 


This chapter examines the development of public housing in Canada. 


Developing a Public Housing Policy 


There have been four key factors in the development of federal public 
housing policy: the residual role assigned to the program; intergovernmental 
relations; costs; and the attention paid to the quality of life in the projects. 


THE PRINCIPLE OF NON-COMPETITION 


The Liberal Government had been loath to enter the field of public housing 
in the late 1940’s, and gave it a low priority during the 1950's. Throughout the 
decade, public housing limped along at an average rate of 834 units per year, 
less than .7 per cent of annual housing starts. In 1956, CMHC began to press 
the Government to expand the program. The Minister of the day replied: 


It was the Government’s view, which I have stated publicly on a number 
of occasions, that we would be justified in using public funds for housing 
only where private enterprise fails to meet the need. 


1 Good Housing for Canadians, A study by the Ontario Association of Housing 
Authorities (Toronto: 1964), p. 119. 
* Letter, Minister to President, June 8, 1956. 
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Shortly thereafter, a senior government official and member of the Board 
of Directors of CMHC wrote the President of the Corporation in response to a 
suggested public housing policy statement:* 


My main criticism of the statement is that it seems to assume that public 
housing is primarily an instrument of social policy to remedy directly 
the conditions of the poor who are living in bad housing . . . I feel that 
the construction of any particular public housing project should be 
based on economic and urban development considerations primarily 
and that the needs of individual tenants should be secondary . . . It 
seems to me that public housing projects should also be at a minimum 
standard as far as accommodation is concerned, but not as far as 
external design, siting, etc. are concerned. In other words they should 
improve the community but only provide a bare minimum of housing 
for the occupants . . . It seems to me that this should be deliberately 
used not only to achieve economy, but to make clear that we are not 
competing with private enterprise who we assume will be building a 
more attractive product intended for those who can afford it. 

_.. We should not take tenants requiring a subsidy if we can avoid it. 
In other words, we should give preference to those who can afford to 
pay a full recovery rental . .. As long as there are people in the com- 
munity who prefer public housing, plain and austere as it will be in its 
interior and can afford to pay the rental involved, I can see no reason 
why they should be rejected in favour of those who cannot afford it. 


The Corporation continued to advocate increased production under the 
program in 1960 but its submissions were rejected by the Cabinet. 

During 1961 and 1962, the Board of the Corporation sought to have 
the public housing program cut back. One senior CMHC Executive wrote:* 


I am inclined to the view that the majority of the Board is opposed to 
the principle of public housing . . . and are opposed to CMHC partici- 
pating in the production of subsidized public housing. 

The fact is, however, that legislation exists, within the framework of 
which subsidized housing may be provided by CMHC in partnership 
with a province and municipality and the Board must share its policy- 
making function with the federal government. If the government decides 
that we are to go on receiving and processing applications, then we must 
do so. 


In response to Board concern about the role of the public housing pro- 
gram, an internal position paper was developed by the Corporation:° 


A clue to a residual position for public housing design and standards 
may be found in the stock of used housing presently available to lower 
income families. The common characteristics of this kind of housing is 
not that it is blighted but rather that it is obsolete. Obsolescence may 
be structural and may have to do with roofing, plumbing, wiring, the 
heating system, etc. It may be functional and/or social, in that features 
of older houses are somewhat inconvenient, or plainer or not in 
fashion; for instance, old bathroom fixtures, small medicine cabinets, 


3 Letter, to President, February 12, 1957. 
4 CMHC Memorandum, August 15, 1962. 
5 CMHC Memorandum, November 3, 1962. 
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awkward kitchens, higher density of neighbourhood. It is not suggested 
that a residual character for new public housing may be found in build- 
ing into it a structural obsolescence. There may be, however, merit in 
creating some measure of functional and social obsolescence; i.e. to 
incorporate in the concept of public housing design a number of traits 
making it less socially desirable . . . 


An enumeration of such traits would include many items that have 
already been incorporated into public housing design, either by policy 
or as experiments... 


(1) Higher density of public housing. Desirable on grounds of economy, 
higher density environment is also to be sought on grounds that it is 
considered less desirable by our suburbia attracted generation... 


(2) Emphasis on the distribution of units of two or three bedrooms. 
It has been stated that public housing should be made available to 
large families . . . Units larger than three-bedroom should be limited 
in number on grounds of cost and project appeal. Such units can hardly 
be said to be residual, while middle income families with many children 
can seldom afford more than three bedrooms. An over-sized third bed- 
room may require as much space as would be needed by two bedrooms 
in a four-bedroom unit and might not save more than the cost of the 
partition. It should be experimented in areas which have not enjoyed 
a standard of living as high as that common in major metro areas. The 
designers should have the freedom of including some small percentage 
of small units and taking full advantage of the structures. 


(3) Limitation of room size to minimum. This has been the require- 
ment. It has a direct relationship to costs and goes against the trend 
for more space. 


(4) Specifications for electrical appliances, cabinets, wardrobes, stor- 
age spaces, to ensure durability and be functional to their main purpose 
but to avoid the gadgets and the show case presentation of the last or 
next year’s model or treatment. 


(S) Cement or cement brick partition or wall exposed as interior finish. 


(6) Fenestration functional to design and light requirement but not to 
fashion (the picture window). 


(7) Use of fairly uniform colour. 


(8) Not too convenient relationship of unit location and parking space 
or arrangements for garbage collection. Public housing projects do not 
compete with private enterprise to increase the livability of apartment 
type projects . . 


The public housing site and project. Use should not be made for pub- 
lic housing of sites such as private industry would develop for purposes 
of expensive residences or luxury apartments. In combined land assem- 
bly and public housing projects, the most valuable or advantageous 
site should be left to be developed by private enterprise. 


The issue of the residual role did not surface again for seven years and 
will be considered in the context of assessment of the quality of life in public 
housing projects. 


176 


INTERGOVERNMENTAL POLITICS AND PROGRAM COSTS 


When the public housing provisions were first enacted, a federal-provincial 
partnership technique was used to design, build, and operate the projects. The 
federal government, as senior partner, contributed 75 per cent of the capital - 
costs and operating subsidies; the province as junior partner contributed 25 per 
cent of each of these, each province passing on a varying share of those costs 
to the municipalities involved. The partnership was designed to draw the prov- 
inces into low income housing and to compel them to face up to what were felt 
to be their jurisdictional and financial responsibilities. 

It was also designed to form a buffer between the municipalities (with 
which the federal government had dealt directly in the past and from whom the 
demand for more units would come) and the federal government (which would 
bear the major cost burden). In practice, the partnership arrangement resulted 
in direct informal dealings between municipalities and CMHC branch offices 
with the provinces reserving a right of approval in setting some program 
standards. The provinces were reluctant to spend much money on the program, 
and their inaction became a filter which protected the federal government from 
substantial expenditures. Until quite recently, the federal government was able 
to say that it always stood ready to fund public housing; the difficulty lay with 
the provinces which had failed to bring forward proposals for expanding the 
program. The government was careful to protect this position. In 1956, when 
the Minister suggested that public housing be restricted to replacement dwell- 
ings for units demolished under the urban renewal program, the President of 
CMHC responded:°® 


_.. Under the previous policy, the provinces and the public were in- 
formed on various occasions that any reasonable proposal would be 
considered, if based on demonstrated need and provided that the 
project would neither deter nor compete with private enterprise. This 
so-called “taps open” policy had the great tactical advantage of trans- 
ferring the entire public housing debate to the provincial and municipal 
level. A restriction of section 36 (40) projects to cases of redevelop- 
ment would ‘“‘close the taps” and transfer public pressures back to the 
senior government, as was the case before 1949... 


By 1960, despite the fact that less than 8,000 units were occupied and 
a number of these bore no subsidy, cost levels had become a matter of explicit 
concern. Although average annual subsidies for that year were only $300 per 
unit, in the troubled economic climate of the time these were high enough to 
lead the Minister to reject CMHC requests to expand the program. 

In 1962, members of the CMHC Board, unable to convince Corpora- 
tion officials to abandon the program, suggested a change in the subsidy sharing 
formula to lessen the burden on the federal treasury. They advocated the sub- 
stitution of a system of matching grants on a 50-50 basis for the 75-25 shares 
in annual operating losses:‘ 


6 Letter, President to Minister, June 1, 1956. 
7 Minutes, Meeting of the CMHC Board of Directors, October 1, 1962. 
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Under such an arrangement, the federal government would not be re- 
quired to provide an annual rental subsidy but this assistance, if needed, 
might be available through properly constituted welfare sources. Such 
a basis for providing public housing, if approved, would result in a sub- 
stantial reduction in Federal Government subsidy expenditures and 
might be more equitable, inasmuch as continued heavy rental subsidies 
would not be paid to a minority group. 


Nothing came of this suggestion, federal officials continued to examine 
methods to expand the public housing program to meet more of the low- 
income housing need while restraining actual and potential subsidy levels. They 
felt that the provinces made relatively minor contributions to capital and operat- 
ing costs, had little concern with design and construction and, therefore, in the 
amount of the subsidy. Because the municipalities would be much closer to the 
problems deriving from the finished product, it was felt that if municipalities 
could once again be brought into the process, greater attention would be paid 
to cost control. 

At the same time, the province of Ontario was under considerable 
pressure for its inaction in this field. Its officials were chafing under their junior 
partner role, dissatisfied with the inflexibility of CMHC procedures and the 
need to deal with the highly centralized federal organization. The provincial 
Minister indicated that he would be prepared to see a delegation of authority 
from both the senior levels to the municipality, at least in the case of Metro- 
politan Toronto. 

The 1964 NHA amendments reflected these developments by introduc- 
ing a second method of providing public housing. Section 43 public housing was 
to be financed by a CMHC loan to a province or municipality covering 90 per 
cent of the cost of construction, rather than by joint ownership and sharing of 
capital costs. Operating losses would be shared on a 50-50 basis rather than 
75-25. 

In 1965, an internal CMHC report recommended the abandonment of 
the partnership arrangement and the sweetening of cost sharing terms. Under 
the proposal the federal government would advance 100 per cent of the capital 
cost by way of loan and would bear 75 per cent of the operating loss. The roots 
of the suggestion are found in the limited response to the 1964 legislative 
changes by municipalities and poorer provinces, and dissatisfaction of program 
administrators who had to operate subject to provincial approvals. The recom- 
mendation was rejected by the federal cabinet on the basis of cost. 


As events have transpired, the partnership provisions have become less 
and less important. The period from 1965 to 1968 was mainly one of consolida- 
tion and implementation of public housing programs. In Ontario, the role of 
municipalities was further truncated with the establishment of the Ontario 
Housing Corporation, which continually expanded its staff and, in the early 
Stages, experimented with a number of approaches to housing programs. The 
federal role in Ontario became that of banker, approving individual projects. 
The Ontario Housing Corporation became the prototype for several other 
provincial housing agencies but it was not until 1968 and 1969 that most of 
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them were established. With the exception of Ontario, which moved quickly 
to utilize section 43, the other provinces continued to operate under the partner- 
ship provisions during this period. 

Policy discussions at the federal level seem to have ceased during those 
four years, possibly because it was felt that the issues canvassed in the preced- 
ing eight years had been settled and it was now a matter of carrying out the 
solutions adopted. At the same time, CMHC’s attention was diverted to large 
scale developments in urban renewal, where the provision of public housing 
was often secondary to other considerations. In 1968, a new Minister respon- 
sible for housing was appointed and the first major, publicly visible debate on 
public housing ensued with the launching of the Hellyer Task Force on Housing 
and Urban Development. The Task Force was particularly critical of large, 
high density public housing projects. CMHC began to take a tougher stand 
with the provinces on the questions of project size, site planning and design. 
The province most directly affected was Ontario. 

Ontario argued strongly in favour of large, high density projects on the 
grounds that cost considerations in major urban centres made such projects 
the only economically sound solution. 

In 1969, with the appointment of a new federal Minister responsible 
for housing, a series of interim guidelines restricting the size, scale, and form of 
projects was suggested. With the expansion of the program, the federal govern- 
ment was becoming more concerned with the physical adequacy of the projects 
and the quality of life within them. Vigorous opposition from Ontario officials, 
however, led the federal government to withdraw its proposed guidelines. 

In 1968, the newly formed Quebec Housing Corporation embarked 
upon its public housing program. A Master Agreement between Quebec and 
the federal government was signed, providing for a block commitment of funds 
for public housing and non-profit housing to be administered by the provincial 
housing corporation. CMHC approval authority was restricted to questions of 
cost and security of the loan. Decision responsibility was effectively delegated 
to the province. 

OHC, with several years of experience under its belt and a number of 
former CMHC employees at the management level, clearly felt that it no longer 
needed policy guidance from the federal government. The province sought a 
delegation of authority similar to that given Quebec. As the housing agencies 
of the other provinces continue to develop, similar requests are likely. 

Two years ago, the federal government made a last attempt to assert an 
initiative position under the program. A series of public housing guidelines 
were issued dealing with the management and operation of the projects. While 
there has been substantial agreement on a number of the guidelines, the prov- 
inces have been unwilling to move on the more difficult management recom- 
mendations and CMHC has had limited leverage with which to affect their 
positions. 

Faced with growing provincial control of the public housing program 
and the spectre of rapidly increasing costs, the federal government appears to 
be moving toward assisted home ownership as a substitute. 
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QUALITY OF LIFE IN THE PROJECTS 


Until 1969, federal officials showed little concern with the adequacy of the units 
produced or with the quality of life in the projects. No reviews of tenant satis- 
faction with the program were carried out, nor were there any internal evalua- 
tions of the planning and design of projects. In that year the Hellyer Task 
Force reported:§ 


. . . Public housing is in a sense an “imported” concept in Canada. 
While it is a widely used approach in many European countries, it runs 
counter to the general Canadian concept of social welfare and security. 
In most areas this concept revolves around attempts to provide needy 
Canadians with sufficient income or assistance. via subsidy or insur- 
ance, in order for them to use the same services which exist for the 
population at large. In the field of housing, however, the approach has 
not been to assist those in need to compete in one way or another in 
the private market, but rather to build special projects designated and 
reserved specifically for their use. 


The big housing projects, in the view of the Task Force, have become 
ghettos of the poor. They do have too many “problem” families with- 
out adequate social services and too many children without adequate 
recreational facilities. There is a serious lack of privacy and an equally 
serious lack of pride which leads only to physical degeneration of the 
premises themselves. The common rent-geared-to-income formulas do 
breed disincentive and a “what’s the use” attitude toward self and 
income improvement. There is a social stigma attached to life in a 
public housing project which touches its inhabitants in many aspects 
of their daily lives. If it leads to bitterness and alienation among par- 
ents, it creates puzzlement and resentment among their children . 


Mr. Goldfarb’s interviews with public housing tenants confirmed that 
these people do believe they face a range of negative stigmas in dealing 
with the community around them. He, too, found a lack of community 
spirit and individual self-discipline. He suggested that the problems of 
living in public housing were “akin to those experienced by some 
Indians who are on reserves.” 


In response to these criticisms, a set of recommended standards was 
prepared covering primarily the physical aspects and design criteria for public 
housing. The standards suggested that land selected for public housing be dis- 
persed throughout the municipality; that sites for family housing be con- 
veniently located close to employment, shopping, transportation, schools and 
community facilities; that senior citizens housing be located close to the down- 
town area or neighbourhood centres; that housing for families with children 
requiring three bedrooms or more should be provided in the form of detached, 
semi-detached or horizontal multiple buildings; that housing for families requir- 
ing two bedroom accommodation be in horizontal multiple buildings or walkup 
apartments. 


8 Report of the Task Force on Housing and Urban Development (Ottawa: Queen’s 
Printer, 1969), pp. 53-54. 
® Memorandum, President to Minister, May 9, 1969. 
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Under provincial opposition federal officials back-pedalled and decided 
that definite and confining standards were not possible and that firmer rules 
would lead to undesirable regimenting of design and style of public housing.’° 

Federal administrators understood the criticisms relating to stigma and: 
alienation. A subsequent memorandum states:1? 


. the development of an acceptable living environment, both socially 
and psychologically, requires 
i) the encouragement of a wider cross section of tenant population so 
as to reduce, as far as possible, social and economic stratification; 
ii) the development of a more socially oriented management philos- 
ophy that will concern itself with human welfare in addition to the 
physical structure. Coupled with this a greater tenant participation 
in the management role is seen as an essential element in the con- 
tinuing conduct of a project; 
iii) the provision of a better range of social and recreational facilities 
available to the occupants. 


A wider cross section of neighbours in society can be obtained by 
dispersal. The achievement of a broader “mix” can be obtained in a 
large scale project by the use of several forms of financing (e.g. section 
16, NHA, condominium loans, cooperative loans, etc.) rather than the 
reliance solely on a public housing package. Within a public housing 
project a further mix can be achieved by allowing occupation of a pro- 
portion of the units, say one-third, by higher income tenants on a full 
recovery basis. This latter can be achieved through adaptation of the 
rent to income scale... 

Management ability and skills are critical but vary widely. The Gov- 
ernment must, essentially, rely on its housing managers and to this end 
must ensure that those managers are capable and adequately trained. 
Conversely, if suitable persons are to be employed in this role, they 
require a sense of career opportunity and development. At the present 
time no formal channel of training or qualification has been developed. 
There exists a need for this. 


Parallel to management development is tenant development. Tenants 
need to be assisted to organize and develop leadership outlets so as 
to participate with management and voice concerns about their envi- 
ronment... 


The result was the development of public housing (Andras) guidelines 
announced in the House of Commons in April of 1970. These involved the 
reduction of the maximum rent-to-income ratio from 30 per cent to 25 per cent 
in order to permit higher income tenants to stay on and thereby stabilize the 
public housing community; a freeze on rental increases for a two-year period 
relieving the tenant from the burden of periodic income checks; the preparation 
of a suggested model lease; assistance for management training and grants to 
tenants associations; and federal contributions towards the provision of social 
and recreational facilities. | 


10 CMHC Memorandum, September 17, 1969. 
11 CMHC Memorandum, October 5, 1969. 
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Public Housing on the Ground 


The Federal program has neither qualitative nor quantitative goals. 
The feeble attempt in 1969 to establish qualitative controls was rebuffed by 
the provinces. No attempts have been made to set a quantitative goal, a target 
number of units to be built over the next five or ten years, or to determine the 
magnitude of the need nationally or its incidence by region or size of community. 

Federal policy has been completely demand responsive. Decisions on 
the type and number of units required and income or social group to be served 
have been left to the province or municipality involved. Until the last several 
years, CMHC had no difficulty meeting all requests for funding within its 
budget allotment and therefore, felt no need to set criterfa for allocation. Even 
in the past several years when it has been unable to fund requests completely, 
no such criteria have been developed. (The setting of quantitative goals and 
criteria for allocation may have awaited the completion of internal reviews of 
the program and political decisions regarding its future). 


PROJECT DISTRIBUTION 


The demand responsive approach has resulted in limited production and a 
Serious geographic imbalance in the distribution of units.!2 Some 70,000 loans 
had been approved to the end of 1970 and somewhere in the neighbourhood of 
50,000 units were completed and on the ground, out of a total stock of 6,300,- 
000 units. This fact in itself distinguishes public housing from the rest of the 
housing stock and must continue to do so for a considerable period of time. 

Only 14 per cent of all production has gone to centres with populations 
less than 25,000, compared to 77 per cent in centres of 100,000 or more. This 
despite the fact that in excess of 25 per cent of all new starts annually have been 
in centres of 25,000 or less, and that one third of the urban population is 
located in those smaller centres. 

64 per cent of all public housing units to the end of 1970 had gone to 
the Province of Ontario, 14 per cent to the Province of Quebec, 7 per cent 
to the Prairies, 6 per cent to British Columbia, and 9 per cent to the Maritimes. 

Approximately 25,000 out of 70,000 units approved have been in 
Toronto, 6,000 in Montreal, 5,000 in Ottawa-Hull, and 3,500 each in Van- 
couver and Hamilton. Kitchener, London, Windsor and Halifax are in the 
1,500 to 2,000 range. 

There are, therefore, many parts of the country where public housing 
is either a new or very unusual phenomenon. The public has little experience 
with the program in these areas on which to base a judgment. The public image 
of the program, as exemplified in the Hellyer Report, seems to result from the 
Ontario experience (particularly that of Toronto) and from older projects built 
in a number of centres as a result of urban renewal schemes. 


'? Data in this section from Tables 47 & 48, 1970 CHS, and from Urban Renewal 
and Public Housing, Economics & Statistics Divisions, CMHC. 
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PROJECT SIZE 


The impact of focusing on metropolitan centres can be seen in data relating to 
the size of public housing projects. The Hellyer Report noted the problems 
presented by large, high density, high-rise projects. Average project size in the’ 
country, however, is only 77 units. All projects approved in metro centres since 
1949 averaged 114 units and in major urban areas the average is 59 units. If 
one removed the massive earlier slum clearance projects, the metropolitan 
average is about 100 units. Only Halifax, Quebec City, Ottawa, Toronto, and 
Vancouver have average project sizes in excess of 150 units. 

The public’s impression of the program comes from these metropolitan 
centres which have received broad coverage from the news media, particularly 
the earlier large scale urban renewal projects. In Vancouver, the first ten public 
housing projects averaged some 216 units each. Averages in other cities for 
early projects were Winnipeg: 280 (first two projects), Toronto: 488 (first five 
projects), Montreal: 796 (first and only project until 1968), Halifax: 160 (first 
ten projects with the exception of several recent small ones). 

Throughout the West and B.C. there has been a significant shift away 
from large scale projects since the Hellyer Report. For the most part, there 
have not been massive projects in the two major Quebec cities. There have, 
however, been large projects in a number of smaller centres, particularly in the 
last year or so. Projects in excess of 300 units in size have been approved in 
Bécancour, Lachine, LaSalle, and Pierrefonds. Many of the other major cities 
have average project sizes in excess of 150 units, e.g. Trois Rivieres, Sher- 
brooke, Hull. 

In Ontario the situation is reversed. In such large cities as Hamilton, 
Ottawa and Windsor, average project size runs about 100 units. In Metro- 
politan Toronto, however, constant pressure of rising costs has led the provin- 
cial corporation to build large-scale and frequently high-rise, low bedroom 
count projects. Average project size in Metropolitan Toronto since 1964 has 
been 231 units and in the City of Toronto 340 units. It should be noted, how- 
ever, that these are averages and there is a considerable number of projects in 
excess of 231 and even 340 units in the Metropolitan Toronto area. 


LOCATION 


Public housing sites across the country tend to be marginal and are frequently 
sub-standard. They are clearly of a poorer quality than the average site used 
for rental housing projects approved under the NHA. Some indication of the 
difference in quality can be seen from the following table which compares lend- 
ing values for public housing projects and CMHC direct and insured loans for 
private market rentals. 

The market in this case is an effective indicator of the quality of the 
site. Public housing locations are frequently cheaper because of their location. 
on the fringes of metropolitan areas, distant from commercial and shopping 
services, employment and recreational facilities. Public transportation to those 
services and facilities is frequently poor, requiring increased private transporta- 
tion (automobile) costs which diminish the value of the land. Other factors 


183 


Table 1 


COST OF LAND PER UNIT 
COMPARISON OF SECTION 43 AND SECTIONS 6 AND 58 


No. of Section No. of Sections 

Location Projects Form 43 Projects Form 6 and 58 
NS et EES © Sena aae 4 Row $1,002 9 Row $2,617 
1 E.A 930 15 E.A 1,602 

STORE te TP eri Gat ea ee eee ae 3 Row 4,975 4 Row 6,322 
20 E.A 3,233 44 E:A 3,812 
PARLE; 15, Pee cee ee ees 2 E.A Fe i 6 E.A 1,621 
Oe 1s 1) a ee ee ee 8 Row 2,244 10 Row 2,680 
S191 eR ee eae 1 Row 1,929 | Row | 
Bees MITOTIC Ss oe ae ona Jen 31 Row 2,184 49 Row 2,906 
MIMS ets tl ec WA side 6 W.U. 898 26 W.U. 886 
PATOL ON dot ic circ ck Soa, « 4 Row 2,029 8 Row 3,316 
MBAS ree athe 4d eke 3 Row 2,128 3 Row 2,596 

E.A. — Elevatored Apartment W.U. — Walk-Up 


Source: Appraisal Division, CMHC, September 22, 1971. 


which reduce public housing land values are proximity to expressways, major 
thoroughfares, railway lines, and so on. In those areas where projects continue 
to be built in what were formerly urban renewal areas, they frequently abut 
on industrial plants or other undesirable land uses. 

Some of these factors can be seen in the maps which depict the loca- 
tion of public housing and entrepreneurial full recovery projects approved 
over the last two years (see inside back cover). 

The other thing that can be seen from these maps is that even where 
project sizes are not excessive, the clustering of public housing projects and 
the mixing of those clusters with other low income projects, whether entre- 
preneurial full recovery or assisted homeownership, is leading in some cities 
to the kinds of ghettos complained of in the United States and in the Hellyer 
Report. 


SLIENTELE 


Only 20 per cent of the occupants of public housing units are elderly. The 
emphasis is on the family, and in particular on the large family. Some 24 per 
cent of all units are occupied by six or more persons and 40 per cent by five or 
more persons. The average number of persons per unit is four. Excluding the 
elderly from these calculations (and they are for the most part housed in high- 
rise towers, separate from family units) the average number of persons per unit 
becomes 4.5 and the number of units with six or more persons and five or more 
persons become 29 per cent and 48 per cent respectively. In terms of the 
average child count, when single parent families are taken into account, there 
are 2.7 per unit with approximately 38 per cent of the units having four or more 
children in them. 

When these high population and children counts are compounded with 
large-size projects and/or with the problems of location mentioned above, fric- 
tion with neighbours, vandalism, problems in schools, and so on, become 
noticeable. 
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Unlike the situation in the American program, some 57 per cent of 
households in public housing in 1970 were headed by wage earners,’* 21 per 
cent were elderly persons in receipt of old age pensions and 20 per cent were 
recipients of social assistance. 

Average family income in public housing projects was $3,870. This 
was biased downward by the presence of nearly 6,000 elderly households with 
average incomes of $1,849. Excluding the elderly, average family income was 
$4,373 and for wage earners was some $5,007. 

Average family income had increased from $3,504 in 1968. That in- 
crease reflects an increase in the annual income of wage earning families of 
almost 10 per cent per year from $4,188 in 1968 to $5,007 in 1970. Incomes 
of social assistance recipients rose from $2,584 to $2,746 over that period and 
the average income of pensioners declined from $1,920 to $1,859. The per- 
centage of pensioners in public housing, however, rose from 11.7 per cent to 
20 per cent over that time; the increased number of pensioners with lower 
incomes distorts the apparent increase in average incomes for all families. 

- Three-fifths of the tenants in public housing, the working poor, have 
incomes higher than might have been expected. Some 48 per cent of them 
have incomes in excess of $6,000. Only 28 per cent have incomes less than 
$4,000. This national average, however, does have an Ontario bias. In Ontario, 
56 per cent of the working families have incomes in excess of $6,000. In the 
rest of the country only 37 per cent of the working families have incomes in 
excess of $5,000 and only 20.7 per cent have incomes in excess of $6,000. 

The other two fifths consist of pensioners and families on social assist- 
ance. Of the former, 91 per cent have incomes under $3,000 and of the latter, 
67 per cent have incomes under $3,000 and 91 per cent have incomes under 
$4,000. 

This indicates that much of the public housing is not going to those 
whose need is greatest. This may be explained in part by rising incomes of the 
working poor that have raised existing tenants to the top of the lower third 
of the income band. It may also be partly explained by rising subsidy costs and 
the need to reach a higher income group (thus obtaining higher rentals) in order 
to hold these costs at a tolerable level. 

Although public housing in Canada is not a ghetto for the destitute poor 
or the exclusive preserve of welfare families, and does not suffer the same 
extensive stigma experienced in the American program, this effect is achieved 
at a cost of using less than half of a very limited number of units for the lower 
fifth of the income band. 

While in most provinces fewer than 20 per cent of the families are on 
social assistance (reaching a low of some 7 per cent in Alberta), there are sev- 
eral where it is considerably higher. Notable are British Columbia where some 
66 per cent of households are recipients of social assistance, and New Brunswick 


13 Data in this section are from the CMHC Survey of Public Housing Tenants (1970), 
CMHC ms and tables prepared for this study by the Economics and Statistics 
Division, CMHC. 
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where some 36 percent are in that position. Although there were no data 
available for Section 43 projects in Quebec, in the light of provincial guidelines 
requiring that 30 per cent of families have incomes under $3,000 and 50 per 
cent have incomes from $3,000 to $5,000, it is likely that the number of welfare 
recipients exceeds 20 per cent. The high proportion in British Columbia prob- 
ably results from reliance on a policy of first come first served, rather than a 
selective point system for choosing public housing residents. 


DESIGN 


Early attempts to introduce row and other non-traditional forms of housing 
resulted in the public housing project standing out clearly from the neighbour- 
hood in which it was located. Use of materials and fencing not found in the 
area had a similar effect. Too often, it flowed from good intentions. Under the 
partnership arrangement, CMHC architects were eager to prove that they could 
produce award-winning housing which would make the poor not only as well 
housed as the average Canadian but better housed. With the more recent 
reliance on the proposal call system for Section 43 projects, particularly in 
Ontario, Quebec and Manitoba, units are virtually indistinguishable from 
moderately priced housing built for the private market. Design is, therefore, 
not as serious a problem as project size and location in drawing attention to the 
public housing tenant. 

Despite improvements in the physical planning of projects, in their size, 
design, social and recreational facilities and population characteristics, the 
program remains highly stigmatized. Lag time and information gaps are partial 
causes; the public knows relatively little about the program and about the 
changes which have been made in it. More important than general public 
attitudes, however, are the attitudes of project residents, potential residents, 
neighbours, and program administrators. Ténant dissatisfaction can be seen in 
high turnover rates — nearly 10 per cent — and in the very small number of 
potential applicants who actually apply for public housing (although this may 
result from pessimism about the possibilities that an application will be success- 
ful). Neighbourhood opposition reveals itself in the resistance to rezoning 
for public housing found throughout the country and particularly in Ontario. 
But political and administrative distaste for public housing is still among the 
most basic causes of program difficulty. 


. .. Policies for the provision (of public housing) are too deeply affected 
by a philosophy of laissez-faire and the individual effort ethos that 
only a slight deviation from the norm in terms of giving minimal 
housing assistance to the very desperate is allowed . . . 

. .. discomfort and disapproval have been intentionally built into (pub- 
lic housing) to goad the client into doing his utmost to get better and 
strivetoveaves. - 244 


The opening section of this chapter discussed the four primary influ- 
ences on public housing policy: non-competition, intergovernmental politics, 


4 E. D. Huttman, “Stigma in Housing: International Comparisons,” paper presented 
to the American Sociological Association, July, 1970. 
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costs, and the quality of life in the projects. The basic streams in each reflect 
the conviction that public housing is just another version of the dole and its 
occupants are society’s outcasts. Though mellowed somewhat with time, the 
attitude can still be found in the planning, building, and operating of public 
housing discussed in the sections below. 


Planning for Public Housing: Two Case Studies 


THE PARTNERSHIP TECHNIQUE: VANCOUVER 


British Columbia has no stated public housing program or goal. It relies entire- 
ly on municipal initiative, and views its major role as controlling cost and 
design standards. And the municipal initiative was usually sparked by urban 
renewal projects, since public housing had to be built to house persons dis- 
placed from such projects. Until the late 1960’s, municipal planning, to meet 
the need for public housing, consisted of little more than an examination of 
the 1961 census tracts to determine a likely composition of the population in a 
neighbourhood, which would then be reflected in project planning. Relatively 
unsophisticated though the technique might have been, it did demonstrate a 
greater effort to determine the housing needs of the population than does the 
presently used “need study” which merely involves consulting the public hous- 
ing waiting lists to determine the number of new units required. 

The municipality “plans” for public housing as the need is felt on a 
year to year basis. Although there have been discussions for some time about 
a comprehensive, long range need study of the Metropolitan Vancouver area, 
the study has never been undertaken. In 1971, responsibility for public housing 
was delegated to the Greater Vancouver Regional District Board. It is expected 
that one of the first tasks of the Board will be to undertake a sophisticated 
housing need survey. 

In addition to proposals to determine the piste needs of the general 
population, there have been recent attempts to design projects that are better 
suited to the particular needs of public housing tenants. In one federal-provin- 
cial project, the consultant architect, with the support of field and Head Office 
CMHC personnel, expressed a desire to consult potential users of the project. 
The housing was to be for single men over 55, which presented design problems 
that had not been previously encountered. The City, however, opposed the 
consultation on the grounds that it was unnecessary and time-consuming. 
Despite strong municipal opposition, at the insistence of the architectural con- 
sultant, potential tenants were included in the design process and major changes 
in internal unit layouts resulted. 

CMHC, British Columbia, and Vancouver all assume that the choice 
and acquisition of land to be used for public housing is a municipal respon- 
sibility. The City possessed a considerable amount of land as the result of tax 
sales during the 1930’s. For a time these City-owned sites were used for public 
housing. The sites tended to be marginal in several respects and, at the time of 
project construction, were frequently located on the edge of the City away from 
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transportation and other facilities. Later projects, built on urban renewal sites, 
tended to be more centrally located. 

Provincial cost guidelines for public housing make it necessary to use 
cheap land. In a major urban centre inexpensive land means either sites that 
are substandard or sites that are on the remote urban fringes. Although these 
sites are, naturally, not as valuable as other locations in the City, the City has 
nevertheless maintained a policy of selling the land to the Federal-Provincial 
Partnership at the maximum price possible. This policy derives, in part, from 
the conviction that City residents will already be subsidizing the public housing 
through operating cost subsidies and through additional City services required 
by the project. To sell City-owned land to the partnership at cost would be to 
create a situation where City residents were, in effect, providing an additional 
subsidy. 

Public housing projects in Vancouver are clustered heavily around the 
core of the City, mainly on the east side or in the south end. The only public 
housing projects that have been located outside the City have been for senior 
citizen housing. There is considerable suburban opposition to any form of low- 
income housing and to public housing in particular. The suburban municipali- 
ties have taken the position that low-income housing will serve only the central 
city poor — presumably on the assumption that no low-income people reside 
in the suburbs or that such people would not be housed in low-income projects 
developed in their municipalities — and housing the central city poor is not a 
suburban obligation. Suburban municipalities are usually dormitory areas with 
relatively weak assessment bases, composed largely of residential rather than 
commercial or industrial properties. The extent to which such an assessment 
structure can carry the additional servicing costs involved in the provision of 
public housing is open to question. In any case, the outlying areas have decided 
against providing public housing. 

The public housing responsibility delegated to the Greater Vancouver 
Regional District Board will enable it to locate public housing throughout the 
region, but only with the approval of the municipality concerned. Once the 
housing is built, the costs are prorated across the entire region and individual 
municipalities are not permitted to opt out of paying their fair share. They can, 
however, refuse to allow public housing to be located within their borders in 
the first place. One way to overcome municipal intransigence in the matter of 
approving public housing would be to provide the GVRD Board with authority 
to locate the public housing directly in any area of the region. The Province 
strongly rejects this solution, contending that additional delegation of authority 
to the Regional District Board must come as the result of consensus within the 
region; the strong tradition of local autonomy that has developed in British 
Columbia would make any other solution politically impossible. It does not 
appear likely that the suburban municipalities will agree to a strengthening of 
the GVRD Board in this regard. 

Cost considerations have played an important role in planning public 
housing. There are two clements involved in a consideration of cost: capital 
cost and subsidy cost. The two are usually linked. Location, design, and con- 
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struction quality affect the level of the capital cost. The higher the quality, 
usually the higher the cost. Better quality units, however, are generally more 
durable and, if properly designed, better meet the needs of the tenants, thereby 
decreasing unusual abuse. Lower maintenance costs reduce the annual operat- 
ing subsidy. Because capital costs are immediately visible, they are too fre- 
quently reduced without examining the subsequent effect on subsidy costs. 
This has certainly been the case in British Columbia. When several early public 
housing projects exceeded $15,000 per unit in capital cost, the province estab- 
lished a limit of $12,000 per unit. Seemingly adequate units were produced on 
the open market for that cost and the province presumably felt that there was 
no reason why public housing tenants should get housing that was any better 
than private accommodation. The result was a shift from architect-designed 
projects to off-the-shelf proposal call units of definitely inferior quality.’ 

The cost limits have been updated periodically to the point where they 
now stand at approximately $11,000 per unit for senior citizen accommodation 
and $19,000 per unit for family accommodation. The difference in unit cost 
between senior citizen and family accommodation — due largely to the much 
smaller unit size of senior citizen accommodation — has resulted in consider- 
able provincial pressure to mix family units with high rise units for the elderly 
or for childless couples in an effort to arrive at a lower average project unit 
cost. Unfortunately, the emphasis on the mix 1s not the result of an examination 
of whether or not mixing senior citizens and families is in any way desirable 
in itself. 

Until recently, the average project size in Vancouver has been quite 
large. The first ten public housing projects averaged some 216 units. More 
recently (except for senior citizen projects) projects have dropped to less than 
100 units. The concept of smaller project size seems to be taking root. 

The public housing dilemma is clearly seen in the design problem. The 
early projects tried to demonstrate that it was possible to build public housing 
that was as good or better than the housing available on the private market. 
In order to build in durability and low maintenance costs, heavy-duty masonry 
construction was used. Public housing stuck out like a sore thumb in a city 
where most family housing is wood finished. In an effort to reduce costs that 
were already above the market level as a result of the heavy-duty construction, 
higher density row housing was developed, but row housing was a form of 
housing little known in Vancouver at the time. 

In an attempt to make public housing less distinctive in design, the 
proposal call system was used. This system involves a public invitation to 
developers to submit development proposals suitable for public housing. In 
response, the builders tend to use their stock designs for cheap housing. The 
units are then indistinguishable from other low priced housing available on the 
market, but CMHC officials are dissatisfied with the quality of the living en-. 
vironment produced and foresee the possibility of high maintenance costs. 


'» There will be a more detailed examination of the reasons for the inferior quality 
in the proposal call system in the section dealing with the building of public 
housing. 
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Very few community facilities were built into the earlier projects. As 
a result of the increased federal interest in recreation facilities (coupled with 
tenant pressure), community recreation centres are now being designed in some 
of the projects. 


THE LOAN TECHNIQUE: TORONTO 


Those provinces using section 43 exclusively, apart from Quebec, are typified 
by a more centralized planning approach than obtains under section 40. In 
Ontario, New Brunswick, Manitoba, Nova Scotia, and Quebec (in the smaller 
centres), the province itself develops the program and plans and designs the 
individual project. Municipalities request a given number of units and the 
provincial corporation then takes over. In major centres, projects are frequently 
developed over the opposition of individual municipalities. 

The federal government, acting as banker, has adopted the position of 
approving or rejecting individual projects without participating in the planning 
of program or projects. 

No attempt was made by CMHC to establish policies to govern section 
43 approvals until the (never implemented) guidelines were suggested following 
the Hellyer Report. To a certain extent, this might be explained as giving the 
provinces in general, and Ontario in particular, a chance to feel their way. The 
federal government had invested a considerable period of time in trying to 
persuade the provinces to take over responsibility for low-income housing; 
clearly the government did not wish to jeopardize its success in convincing the 
provinces to do so by laying down new rules for the provinces to follow. In 
addition, the first few years of program development saw only a limited number 
of projects acquired; the majority of these were acquired by purchase of existing 
units rather than by construction. Project approval of new construction con- 
tinues to be on a case by case basis. The only exception to this is the Province 
of Quebec, which has managed to obtain block loans of funds for public hous- 
ing which the province then disburses without individual project design ap- 
proval by CMHC. 

Ontario accounts for some 75 per cent of all units built under section 43 
and Metropolitan Toronto accounts for 57 per cent of all units built under 
section 43. The high level of production under the program does not stem from 
a detailed analysis of the nature and extent of the low-income housing problem. 
It resulted instead from considerable dissatisfaction with the red tape and 
delays entailed under section 40; from provincial desire to control the program 
and set design standards; from provincial interest in ownership at the end of 
the 50 year loan period; and from the province’s intention to use the proposal 
call system almost exclusively. 

Ontario, too, lacks a mid- or long-term goal of units needed or under- 
standing of the type of unit to be provided. Housing need is determined by each 
individual city; there is no established policy for the allocation of units among 
different metropolitan arcas. In 1970, for the first time, the federal government 
was unable to fund the entire proposed provincial program. How the province 
decided where to cut back is not known. If an allocation process was not neces- 
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sary in the past (since the federal government was previously in a position to 
fund all requests) one will clearly have to be developed and implemented for 
the future. 

Public housing waiting lists are used as the primary indication of hous- 
ing need in the province; OHC officials periodically declare that a fall in the 
number of families on the waiting list indicates that the need is subsiding. In 
1970, a special study of public housing need — financed under Part V of the 
National Housing Act — was undertaken in Metropolitan Toronto. The study 
concluded that some 35,000 units of public housing would be required in 
Metropolitan Toronto in the coming decade. Although the method used was 
fairly mechanical, applying the formulas used to determine national housing 
requirements to the municipal level and treating public housing requirements 
as the gap between what the market would produce and the estimate of total 
requirements, it is still one of the most ambitious studies undertaken by a city 
anywhere in the country. The estimate of 35,000 public housing units in the 
next decade — broken out as 3,500 per year — has-been accepted by the 
Ontario Housing Corporation as the public housing target in the Metropolitan 
Toronto area. 

Metropolitan Toronto presently has four projects in the Borough of 
York, one in East York, eleven in Etobicoke, twenty-six in North York, twenty- 
six in Scarborough, and seventeen in the City of Toronto. The average unit 
count in the projects is 295 in York, 293 in East York, 108 in Etobicoke, 167 
in North York, 211 in Scarborough, and 365 in Toronto. The distribution in- 
dicates that Scarborough and Toronto account for the majority of high density 
projects. The bulk of the units are in North York (4,348), Scarborough (5,478) 
and Toronto (6,207). 

Several of the Toronto projects are in former urban renewal areas. 
Almost all are clustered in the south central-south east sectors of the City. There 
is a substantial group in the Jane and Finch area of North-York, on the edge of 
the City, and in the Thistletown and Albion Road areas. The Scarborough 
projects are more scattered, and tend to form smaller clusters. 

Except for the projects in the City of Toronto itself, the majority are 
located on the fringes of the metropolitan area. Many of them are located near 
major thoroughfares and are not integrated into the surrounding neighbour- 
hoods. About half a dozen are located near railway lines. The locations are 
clearly marginal. In several cases, concern for the marginal quality of the loca- 
tion has been expressed by the Toronto branch architect. In one remarkable 
case he had rejected the particular site five times before it was approved by 
Head Office, over his objections. A parallel concern for location quality has 
not been demonstrated by Ontario Housing Corporation, whose attitudes ap- 
pear to be shared by the non-design oriented branch personnel and by CMHC 
Head Office. . 

There has been considerable opposition from the Borough of Scar- 
borough to the introduction of more public housing projects in its area. It has, 
by far, the highest concentration of public housing: 24 units per thousand 
population, double the metro average. It also has, however, the only land in 
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Metropolitan Toronto that is still vacant and available for development. In 
addition, it is predominantly a working class, lower middle class area with less 
expensive land housing than what is to be found in the other suburbs. These 
combined factors have resulted in the concentration of public housing in 
Scarborough. 

But, unlike Vancouver, as long as the proposed project meets the local 
zoning requirements the individual municipalities have no further say in whether 
or not public housing will be located within their borders. In Metropolitan 
Toronto, the metropolitan level of government is responsible for negotiations 
with OHC. From a provincial perspective, this constitutes negotiation with the 
municipal level. Within Metropolitan Toronto, however, it means that the area 
municipality — in this case Scarborough — is not included in metro’s delibera- 
tions regarding the location of public housing. Given local resistance to an 
increase in the number of public housing units located within a municipality’s 
borders, a high degree of contact with the area municipality is unlikely. 

Where the proposal does not meet zoning requirements, a zoning by- 
law change is necessary before the project can proceed. The stiffening of council 
Opposition to public housing — which too often has meant high density hous- 
ing — has been supported by general ratepayer opposition to high-rise rezon- 
ings. Public housing rezonings (because the province relies on a proposal call 
system, which requires the developer, whose proposal has been accepted, to 
appear before council on his own to obtain the rezoning) have been blurred 
by the general fight against high-rise. 

Several municipalities have asked the federal government not to ap- 
prove public housing loans unless the projects have been approved by the local 
councils and any necessary rezonings already obtained. CMHC broached the 
matter with OHC, presumably feeling that the request might encourage greater 
responsiveness to local need. OHC objected strenuously, contending that to 
require the project to be pre-zoned before a proposal could be considered would 
mean that fewer proposals would be received, competition would be reduced, 
and costs would rise. 

The provincial position was strongly endorsed by CMHC field personnel 
in Toronto:!6 


There is much validity in the viewpoint that we should not approve 
any project where such approval might be used as an issue in any 
re-zoning application. It is understandable that the Corporation would 
not wish to be placed in the position of appearing to give tacit agree- 
ment to a particular zoning before such zoning has been approved by 
the municipality and the O.M.B. We recognize also that spot re-zoning 
is unsatisfactory from a planning point of view and that it would be 
much more desirable for municipalities to plan for multi-family accom- 
modation on a proper and organized basis. Nevertheless, one can 
rationalize that if a project is considered to be acceptable to the Cor- 
poration, we should be prepared to make a loan commitment... We 
tend to the opinion that the benefits achieved would not be worth the 
price paid. We think that the proposed policy would have an adverse 


16 CMHC Memorandum, April 2, 1971. 
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effect on the proposal call system and if we insist upon its implemen- 

tation, it would become just one more bone of contention with OHC, 

thus creating an added strained relationship . . . 

Ontario has never set capital cost limits for projects; indeed, CMHC 
appears to have been more concerned about project costs than the province. 
In 1966, the Corporation expressed its concern that OHC, in permitting a 
10 per cent margin of error in appraisals, was giving apartment owners huge 
windfall profits in the prices being paid for the acquisition of existing units. 
The issue was not joined since OHC turned its attention to new unit construc- 
tion and introduced the negotiated proposal system. CMHC attention then 
followed OHC activity and focussed on the apparent lack of competition in the 
negotiated proposal. CMHC pressed the province to use competitive proposal 
calls instead to ensure that the best possible price is obtained. The province 
reluctantly issued another call for proposals in the summer of 1971. 

Cost does not seem to be a factor in whether or not a municipality 
accepts public housing. Ontario municipalities have not been required to make 
any contribution toward the capital cost of projects; they are required to pay 
only 7/2 per cent of the annual operating subsidy. This, combined with the 
strong financial position of Ontario municipalities compared to other munic- 
ipalities in the country, explains the substantially greater number of units in 
the province. OHC officials, however, are very concerned about rapidly in- 
creasing subsidy levels; anticipated subsidies for family units in the 1971 
proposal call are $150 per unit per month. A major review of Ontario’s hous- 
ing programs was announced in the 1972 speech from the throne. Rapidly 
escalating cost has stimulated the search for alternatives to public housing. 

As a result of the proposal call system (to which the builder responds 
by producing the same units that he would build for the private market), the 
units produced are not readily marked by their design as public housing. What 
does set the housing apart is the very large scale of some of the projects and the 
tendency to cluster projects in a single area. The classic example is proposal 
521-PH-37, a project of 869 units in three high rise buildings at Danforth and 
Midland in Scarborough. OHC standards for the proposal call had required 
no more than 250 units in a single location (the entire proposal call had been 
for a total of 2,000 units) and a ratio of one bedroom units to two bedroom 
units of 1:2. CMHC branch architectural staff recommended against loan 
approval since the proposal contravened unit count ceilings and the ratio of 
unit sizes. The loan application was approved by CMHC Head Office. 

Large, high density developments are used in an attempt to hold cost 
and, presumably, subsidies down to a minimum. In addition to being high den- 
sity, the recent developments are also produced with small bedroom counts. 
This effectively reduces the number of children in the projects and, subse- 
quently, reduces the wear and tear on both the buildings and the landscaped 
areas surrounding them. It also means that the need for family units is not met. 

The table below demonstrates the effect of total OHC dependence on 
developers and the absence of a comprehensive needs analysis on the form 
and size of units produced. One sees in 1968 and 1970 the tremendous em- 
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Table 2 

PUBLIC HOUSING APPROVED, ONTARIO — 1968 - 1970 
Type 1968 1969 1970 
BrCl MOMMY cae Conse ela ce foals Cit ck 286 320 80 
PRO os Tk Bee eT re Lai A ee. Ge is 4322 1191 
ATL tniis .leathip- ve tee, dase ee aa Uae? oof 5114 5007 9126 
Number of Bedrooms 1968 1969 1970 
LATS 0 fe TA EE ROP UO A Oe ae Sr i223 369 4125 

Ee ines ET U RH e eid ae Bae 1818 3321 5706 

Pit OS OBC A Ae AR aes eee 1377 3339 2549 

PE oe ee oe, er a on HO 1868 4117 1059 


Source: Economics and Statistics Division, CMHC. 


phasis on apartment projects and the minimal number of three bedroom units 
suitable for iarge families, 26 per cent in 1968 and 11 per cent in 1970. 


Building Public Housing 
TENDER CALLS: VANCOUVER 


The first nine projects in Vancouver were built under the tender call sys- 
tem and designed under the direction of the Chief Architect at CMHC.17 
In efforts to hold costs to a minimum, heavy duty construction was used. The 
more durable construction increased the capital cost per unit, which was fre- 
quently further increased by the preparation of detailed working drawings 
Setting out the specific materials and components to be used by the builder. 
The builder was left with little leeway to work with familiar materials or pur- 
chase alternative supplies available at more reasonable prices than those called 
for in the designs. Dissatisfied with the high unit cost of building partnership 
public housing by tender call, the province pressed for the use of the proposal 
call technique. 

The first proposal call —a senior citizen project — was extremely 
successful. The response to the call was good; a number of local builders sub- 
mitted architecturally designed plans for the project. All proposals were 
reviewed by the CMHC Chief Architect and Chief Appraiser acting as a jury 
for the competition. After weighing respective cost, design, and location criteria, 
the jury selected the second-lowest bid. Provincial reaction was negative. The 
province saw the proposal call system strictly as a method for reducing public 
housing costs and insisted that the lowest bid be taken. But CMHC continued 
to insist upon the acceptance of the second-lowest bid, and the province finally 
agreed. 

The architects were also dissatisfied. A dispute regarding architects’ 
fees for projects rejected and control of the selection jury by their professional 
associut‘on led the architects to boycott the proposal calls on the next three 
projects. In the absence of architect cooperation, and in an effort to provide 


™ Tre earlier projects were designed by the Architectural and Planning Division 
staff, aid the later ones by consultant architects. Even where consultant architects 
were called in, however, the design frequently reflected prevalent Divisional 
design concept preferences. 
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some design guidance to builders to avoid “off-the-shelf” plans, the CMHC 
branch architect prepared sketch drawing that indicated the type of units that 
could be built on the proposal sites. Head Office Architectural and Planning 
Division — normally in full control of project design, to the exclusion of the 
branch architect — was not happy with the experiment. Under pressure from 
Head Office, the province agreed to return to the use of consultant architects. 
The province has, however, continued to stipulate cost limits on the projects. 
In an effort to correct the previous difficulties of project delay as a result of 
Head Office insistence that the consultant architects deal only with Ottawa, the 
province has insisted that the branch architect be the contact with the consultant 
architects on a daily basis, that there be no delays in Head Office design pro- 
cessing, and that the Head Office architect responsible for the project be 
available virtually on demand. 

Although Vancouver flirted with the Ontario negotiated proposal tech- 
nique for awhile, CMHC pressure was successful in bringing the province back 
to full reliance on the tender call system. 


PROPOSALS CALLS: TORONTO 


Ontario has been the pioneer and foremost proponent of the proposal call 
method in this country. It might fairly be said that one of the main stimuli 
for the establishment of the provincial corporation was its dissatisfaction with 
the lengthy delays and design problems involved in preparing public housing 
schemes under the partnership method. The province had repeatedly pressed 
CMHC to accept the proposal call technique and Head Office Architectural 
and Planning Division had repeatedly rejected it. 

In 1965 and 1966, in order to provide units immediately, the province 
purchased a large number of existing units on the market. Although the province 
stressed its intention to continue using existing stock, from 1967 on OHC relied 
almost completely on new construction. Presumably, with the loosening of the 
money supply in 1967, builders were not as hard-pressed for cash and were 
less willing to sell existing projects. The shift in policy from purchase of existing 
units to new construction also reflects the emphasis on unit starts as a measure 
of program success, the tight housing supply and low vacancy rate in rental 
stock, and the high maintenance costs attached to existing older units. 

The province held its first proposal call in 1965 in Metropolitan 
Toronto. The call was open-ended: it simply indicated that a number of units 
would be required annually to meet the housing need. Instead of competitive 
bidding with a closing date, the ‘“‘call’”” soon became a matter of case by case 
negotiation of individual proposals. 

Responding to CMHC criticism of the lack of competitive bidding, the 
province has claimed that a considerable number of units are required in 
Metropolitan Toronto, so many, indeed, that it is not necessary to continue to 
make annual proposal calls. The province also maintains that it has been far 
easicr to secure the necessary units by dealing with the proponents on a 
negotiated case by case basis. 

In the early years following the initial call, many of the larger builders 
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were reluctant to involve themselves in the administrative red tape normally 
attached to building for governments. The industry, however, eventually found 
a modus vivendi with OHC. Two basic techniques evolved. The first was to 
approach OHC with the barest minimum in terms of design, to push for its 
acceptance in principle, then to undertake the creation of a polished design 
in the near certainty of signing the contract. In this situation, the final design 
and working drawings (both of which were begun after approval in principle) 
could be substantially different from the ill-defined preliminary drawings that 
were first presented. The system provided an extraordinary amount of flexibility 
and leeway for the builder-developer. 

The other, and almost opposite, tactic was to confront OHC with what 
amounted to a full set of working drawings at the outset. The developer normally 
had the working drawings on hand as a result of being turned down by another 
funding source. When this occurred, it was found that the rejected project 
could be “sold” to OHC with few changes. It was a slight variation on this 
system that was attempted in the Vancouver area but eventually disallowed by 
CMHC Head Office. Because Ontario builds under section 43, however, CMHC 
Head Office is far less capable of requiring changes in the system. In addition 
to the lack of competitive bidding, the off-the-shelf approach has the further 
disadvantage that any changes required by OHC will become very costly, since 
the project has already advanced to the working drawing stage. To insist on 
the changes could be to increase the price of the unit considerably. 

One result of the above system was the growth of an extremely close 
working relationship between the Ontario Housing Corporation and the 
builders with whom OHC deals on a regular basis. Since there were no publicly 
available standards or guidelines (from which any builder in the area might 
examine his holdings and determine the relative likelihood of acceptance), 
OHC preferences and needs are relatively unknown to those builders who have 
not been successful in the past in negotiating a proposal. 

In addition, there is a tendency for the provincial corporation to reject 
a proposal without providing substantial reasons for the rejection. In the 
absence of guidelines, substantial reasons for rejection would act as feedback 
which would help a proponent to determine exactly the kind of housing that 
OHC is seeking. Lower bids are rejected in favour of higher bids on the grounds 
that the number of units required in the area has not been met, or that the 
bedroom count desired is not evidenced in the project, or that the type of 
location put forth is not acceptable, although no criteria for these have been 
published. On the other hand, once a builder is successful with a proposal, he 
has the advantage of having had the experience of negotiating with OHC, which 
provides him with great insight into OHC preferences and standards. This 
knowledge, in turn, enables the builder to adjust his proposal to better suit 
OHC preferences in any future bidding he may do. 

Public housing locations along the suburban fringe of the city result 
from the proposal call technique. OHC rarely acquires land in advance of 
need; the province relies on builders to bring forth proposals that include land. 
The builders’ more attractive and desirable locations are reserved for private 
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market luxury rental. The sites brought forward for low-income housing are 
consistently located on less valuable land, often away from rapid transit, 
commercial and other facilities. 

Ontario’s primary argument in favour of the negotiated proposal method 
is that it permits a rapid production of units for family housing at a low cost. 
In fact, the units produced under this method in Metropolitan Toronto are 
comparable to those which CMHC gets under section 15. Indeed, CMHC will 
occasionally refer proposals it has been unable to fund to the province for use 
as public housing. But the projects have tended to be high density, high rise 
projects with bedroom counts of less than an average of 2.0. CMHC referrals 
have not assisted the production of low-income family housing. 

Federal officials complained that the cost of units produced under the 
public housing program were much higher than similar units funded under 
section 15. OHC was sufficiently sensitive to the CMHC criticism of project 
costs to issue further proposal calls in September, 1970, and in May of 1971. 
The latter call — for approximately 4,000 units — for. the first time indicated 
a preference for a substantial number of low rise, medium density family units. 
General standards for unit size have been fixed by mutual agreement between 
OHC and CMHC. In the past CMHC had complained that being involved in 
the selection process only after detailed drawings have been developed left the 
Corporation with no real choice; it was able to do little more than approve or 
reject specific projects. For the May, 1971, proposal call, local representatives 
of CMHC were invited to attend the reviewing session and make their contri- 
butions to the discussion prior to a final OHC decision on the projects. 

Although OHC did agree to issue a new call for proposals, very little 
has been done to improve the proposal call technique itself. Government 
requirements have not been substantially updated; they continue to be based 
on those used by CMHC twenty years ago. The only revisions made have been 
to prevent the repetition of glaring past errors, not to avoid potential future 
pitfalls. There is still no feedback to the builder-developer on the reasons for 
rejecting a proposal, and little feedback to the construction division (responsible 
for reviewing proposals) from the property division (responsible for unit 
maintenance) on the problems presented by the units produced. Both federal 
and provincial officials were satisfied with the results of the proposal call for 
family units. They were unable to meet the desired quota because of high 
construction costs and several projects were awaiting federal cabinet approval 
(in the fall of 1971) because they exceeded the ceiling in the regulations on 
CMHC’s approving authority. 

Despite the apparent satisfaction, the most recent OHC call in Metro 
Toronto was for units with an average bedroom count of at least 1.9 in the 
suburbs and 1.2 in central Toronto. In another effort to increase its portfolio 
of larger family units, rent supplements were authorized for 1,100 units, 
throughout the province. Landlords were unwilling to enter in the arrangement 
and only 322 units were secured. 
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DIRECT CONSTRUCTION: DARTMOUTH 


Almost nowhere in the country has reliance been placed on direct con- 
struction of public housing by either of the two senior levels of government, 
despite the success of direct federal efforts after World War II. This would 
entail either the development of a construction arm by the government agency 
or the hiring of management expertise to design and then supervise the con- 
struction of a proposed project. If a design team were assembled, it would then 
be paid a management fee, but the cost would be at the government’s risk since 
there would be no guarantee that the government would “buy” the final design. 

One example in which a design team approach was used is Dartmouth. 
The NSHC had advertised for builder proposals for an aggregate of 500 units 
and received only one proposal for 45 units at an unacceptable cost of $22,000 
per unit. The City of Dartmouth therefore sent a circular letter to all architects 
in the area asking them to form a design team with a developer of their choice 
to develop a project of some 120 units. The teams were asked simply to submit 
a resume of operations and capabilities. Each team was rated by the City, 
NSHC, CMHC, major lending institutions, and the Provincial Construction 
Association. One team was appointed on the basis of the rating. All members 
of the team were local firms. 

Both the branch and Head Office of CMHC appear to have understood 
that several of the teams would be asked to provide preliminary drawings with 
per unit prices. No advantage could be seen in eliminating the competitive 
element. The City decided to press forward. There was no commitment from 
the Corporation that the project would automatically be accepted; the City 
ran the risk of up to $20,000 in fees to the team. 

CMHC raised some questions about the design of the project and a 
senior architect was sent from Ottawa to- attend one of the meetings. His 
Suggestions not only contributed to lowering costs but also to re-thinking the 
project, and an improved final design. 

Subcontractors and suppliers were asked to bid competitively for various 
parts of the work. The contractor advertised in local trade papers without 
reference to the nature of the project. 

CMHC ultimately accepted the project primarily because the unit cost 
remained below that of the 1969 Partnership project in the City. The City has 
the advantage of knowing that the project is being built for a fixed sum with 
no possibility of extra costs. The amount of the loan commitment could be 
fixed with full knowledge of the nature of the project to be built, but without 
imposing on the builder a detailed set of working drawings prepared by a 
government architect. 


Managing Public Housing 


Public housing management is traditional property management. Its 
aims are the preservation of the value of the physical asset and control over 
operating costs. There is not even the discipline provided by consumer choice 
in the middle income private market, where a landlord must (except in condi- 
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tions of tight supply) provide certain services beyond shelter or lose some of 
his tenants. Public housing projects are assured of full occupancy. The only 
control on public landlords is via the political process, moved by public opinion. 

This traditional approach to management is not surprising. Canada 
has not yet developed a management capability for family rental housing. Most 
major apartment developers today refuse to accept families with children. The 
production of medium density rental housing in the form of row houses or town 
houses is a recent innovation. The predominant form of family housing remains 
the detached, single family unit. In public housing, the lack of the manage- 
ment capability is aggravated by fringe locations and inadequate services and 
by higher than average numbers of children. Added to that is the residual or 
charity housing philosophy and the attitudes of some managers that the residents 
should be happy that they have cheap, clean housing and that they have no 
right to ask for more. 

In our interviews with pubilc housing tenants, complaints centred on: 
unwillingness or delays in making repairs and doing general maintenance work; 
inadequate social and recreational facilities, both physical and organizational; 
vandalism, lack of building security, inadequate policing of the conduct of 
other tenants; lack of privacy, unreasonable rules and regulations, interference 
with the reasonable use of the premises; generally unresponsive attitudes and 
unwillingness to listen to reasonable complaints and requests for service. 

That list does not differ greatly from the complaints which would be 
obtained from dissatisfied tenants in private rental buildings. There are, how- 
ever, differences. With large numbers of children and inadequate recreational 
facilities and services, vandalism is likely to be a real problem. While “problem” 
families are a small minority, there will be more than in a private rental project 
and their conduct may disturb other tenants. Because society singles out public 
housing tenants as failures, unable to pay their own way, many of the residents 
are not there by choice but necessity. To some observers, they should be 
thankful for what society has given them and ask no more. Many of the tenants, 
however, are not prepared to accept from the government, their servant, the 
same level of service they might be prepared to accept in cheap private market 
accommodation. They expect the state to be better. 

Their expectations run head on into the administrator’s property man- 
agement philosophy. In some provinces, that philosophy has been a practical 
necessity, as the rate of public housing production is accelerating so quickly 
that the ability to keep up with the day to day property management problems 
taxes the capability of the managing authority to cope. Those authorities are 
on a treadmill, running to stand still, and lack the necessary breathing space in 
which to plan to meet the social problems of tenants. 

By 1969, federal officials had recognized the need to provide a wider 
cross section of tenants in public housing, to develop a more socially oriented. 
management philosophy, and to permit an increased tenant role in manage- 
ment. Suggestions included: renting to higher income tenants paying full 
recovery rents, developing management abilities through training courses and 
encouraging a sense of career opportunities, and assisting tenants to organize 
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and develop leadership outlets. In the past three years, little progress has been 
made in broadening the public housing income band and in upgrading manage- 
ment capability. There has been some progress in developing and organizing 
tenants groups which bring management issues before the public. 


CHANGES IN THE INCOME RANGE 


The 1969 public housing guidelines suggested the adoption of a new ren- 
tal scale, a two year freeze on rental increases, and a standard form lease 
drafted by CMHC. The revised rental scale reduced the maximum rent-to- 
income ratio from 30 to 25 per cent, and made adjustments in rent for family 
size and status and for working wives’ incomes. The two year freeze was 
intended to permit tenants to enjoy the results of increases in income without 
immediately losing a major portion of the increase to a raise in rents. The 
new lease increased the measure of protection afforded the tenant. 

The revised rental scale has been accepted in all provinces except 
Quebec and New Brunswick. The former has instituted its own scale which 
it feels is even more advantageous to the tenant. New Brunswick has introduced 
a new scale that is very close to the scale used prior to the issuance of the 
Andras Guidelines; apparently New Brunswick has done this through fear of 
increased subsidy levels. Several provinces have frozen rents for one year, 
rather than adopting a two year review. The explanation given was that after 
two years the increase would seem much greater and cause hardship. 

The changes in the income scale have been intended to increase the 
security of the individual tenant and the rent freeze to remove the punitive 
aspect of rent increases for him. Their purpose was not to significantly broaden 
the range of incomes in public housing, although some such widening may be 
a beneficial side effect. No action has been taken on the suggestion that one 
third of the units might be made available to moderate income tenants at full 
recovery rentals. 

Lack of interest in broadening income levels can be seen in the response 
to a request for funding by the province of Ontario interested in building 
adjoining public housing and low rental projects to allow tenants with increasing 
incomes to remain in the publicly owned subsidized project by moving to the 
section 15 units. Federal officials have resisted attempts by OHC to obtain 
access to section 15 full recovery funds and have suggested that the province 
can build full recovery units under the public housing provisions. The federal 
response has the effect of protecting limited dividend funds for private entre- 
preneurs and of compelling OHC, if it wants to build full recovery units, to use 
its public housing allocation, reducing the number of subsidized units available 
for the low-income group. 


ORGANIZATION FOR MANAGEMENT 


The organizational models used for operating public housing do not break 
down into clear section 40 and section 43 categories. The breakdown tends 
to be more along the lines of centralization versus decentralization and there- 
fore tends to cross program lines. The more centralized operations include 
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Ontario, British Columbia, New Brunswick, and Manitoba. Included in the 
more decentralized operations are Quebec, Saskatchewan, Alberta, and Nova 
Scotia. 

In Ontario, most management functions are carried out by the Ontario 
Housing Corporation. In those municipalities where local housing authorities 
were established under section 40, the local authorities have been retained, 
but they now have little to do. Ontario is considering the decentralization of 
management functions outside Metropolitan Toronto to local housing authori- 
ties, but the form which that decentralization will take is unclear. 

In New Brunswick, the province continues to rely on the local housing 
authorities established in Saint John and Moncton. It has been difficult to find 
individuals willing to serve as members of the authorities. This means that the 
management function has been left largely in the hands of the project manager. 
Outside the two major centres, the province is responsible for management. 
In these cases, advisory committees are sometimes used to help solve manage- 
ment problems; they are set up on a regional basis and overlap municipal 
boundaries. 

In Manitoba, the province presently manages directly the projects in 
the Winnipeg area and relies on local housing authorities to manage public 
housing in the smaller municipalities. Despite the great increase in production 
under the program, the provincial corporation has only two or three officers 
responsible for housing management. The greatly expanded program of public 
housing now under way in the province may lead to an extensive management 
effort and to a re-thinking of the use of local housing authorities. So far this has 
not occurred. 

British Columbia uses the British Columbia Housing Management 
Commission to manage public housing projects. The Commission acts as one 
large housing authority for the entire province. 

Nova Scotia, Alberta, and Saskatchewan continue to place a great deal 
of reliance on local housing authorities to manage projects. 


LOCAL HOUSING AUTHORITIES 


The local housing authority system that so many provinces continue to rely on 
is a management method that was set up in 1949, when section 40 was adopted. 
It was felt at the time that the senior levels of government would be primarily 
responsible for planning and building public housing, and that an independent 
group at the local level would undertake the operation of the projects. The 
choice of the local housing authority structure appears to have been an attempt 
to isolate management practices (and tenant selection in particular) from the 
political process. The authorities are special purpose bodies that operate quite 
independently of municipal government. They are staffed almost exclusively 
by professional men and women, and the position continues to be a voluntary 
and unpaid one. As a result, many of the authorities are moribund and man- 
agement responsibility falls upon the project manager. é 

The position of the authorities is further complicated by the highly 
complex process of appointing local authority members. There are seventeen 
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steps to be gone through before a member can be appointed. All three levels of 
government have to concur before an appointment is valid. The entire process 
of appointing an unpaid volunteer has been known to take more than two 
months. 

In the western provinces there have been recent moves to bring younger, 
more progressive people into local housing authority administration.!® For the 
most part, the older and longer standing authorities have made little effort to 
exercise control over project managers or take a more active interest in tenant/ 
management relations. The authorities’ lack of interest aggravates an already 
serious problem with project managers, some of whom lack the necessary 
qualifications and temperament for sensitive social housing management. 

Quebec has its own peculiar institution — the Municipal Housing 
Bureau — which is a bastardization of the local housing authority concept. 
Unlike the local housing authorities, the Municipal Housing Bureaus are tied 
quite closely to the multi-purpose municipal administration. In the City of 
Montreal, for example, three City Commissioners sit on the Housing Bureau. 
The Bureau itself continues to operate as a special purpose body, its staff 
concerned only with the immediate problem at hand — low-income housing. 

Although formally responsibility rests with the local housing authority, 
the project manager has a large role in tenant selection, policing of the project, 
and evictions, as well as maintenance. Board meetings, for many authorities, 
are infrequent and those held are brief. None of the authorities appear to have 
adopted general management policy guidelines and most decisions are ad hoc, 
with substantial authority delegated to the project manager. The level of tenant 
Satisfaction with the project generally, and the maintenance in particular, ap- 
pears to vary with the attitude of the project manager and the degree of concern 
he evinces for serving the tenants’ needs. The LHA system is used primarily in 
smaller centres with scattered small scale projects; an environment that in- 
creases the paternalistic control of the project manager. In some cities, the 
problems of maintenance delay with off-site project managers are being met 
through the use of resident caretakers or maintenance staff who are themselves 
public housing tenants. The system — a further outgrowth of the belief in the 
virtues of amateurism that is entrenched in the local housing authority system 
— appears to be working quite well. 


PROFESSIONAL MANAGEMENT SERVICE 


Ontario, faced with a problem of much greater scale and complexity, has ex- 
perimented with a quite different approach and has attempted to set up a 
centralized, professional, efficient management service. This has led to over- 


*9 One example is Edmonton where the authority, created some two years ago to 
manage its first project, appears to be active and concerned. A second is Regina 
where the more conservative members of the existing authority have been recently 
replaced by what appear to be progressive professionals in the fields of law, social 
work, medicine, etc., who are predominantly in their mid thirties. This reflects, 
in the Edmonton case, the interest in the City in making public housing work and, 
in the Regina case, the efforts of a new CMHC branch manager and a new 
Mayor to revitalize the program. 
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management in Toronto, where OHC’s head office is located, and inadequate 
concentration on the problems of other centres. All field staff are located in 
Toronto and they make periodic trips to projects outside that city. Even minor 
decisions are made centrally, with attendant delays and lack of responsiveness 
to local needs. For example, any purchase exceeding $100 must be approved 
by the Toronto Office. Not surprisingly, this has led to local housing authorities 
placing several orders for small quantities of supplies, rather than one large 
order, to evade the limitation. 

Separate administrative units exist for tenant selection, project manage- 
ment, project maintenance, and community relations. Project management is 
concerned with tenant conduct and its effect on the other tenants and the 
project itself. Community relations is concerned with social problems of the 
tenants. Complaints regarding building conditions go to the project maintenance 
group, which is not responsible to the project manager. Instead, a maintenance 
manager reports to an area supervisor who in turn reports to the Director of 
Operations. On occasion, maintenance work is contracted out. Because the 
problems that arise in each of these several areas are so clearly related, and 
because of the consequent uncertainty about which is the correct department 
to approach, what should have been a simple efficient service has instead be- 
come a highly complex organizational structure. Tenants in Metro Toronto 
wishing to file a complaint are unable to determine where to do so. Local hous- 
ing authority staffs outside Toronto have similar communication problems. 

In order to lessen some of the difficulties presented by this complex 
chain of command, OHC has tried contracting out building management in 
three cases. The best known example is St. Jamestown, where the developer — 
probably in order to protect his investment in the adjoining units which he owns 
and operates —— offered to manage the public housing project for a fee. Now 
all management functions, with the exception of tenant selection and eviction 
and major building improvements, have been transferred to the developer. 

In property maintenance terms, the experiment appears to have been 
a success. Unfortunately, again as a result of the interrelatedness of many 
project management problems, OHC has been reluctant to respond to various 
tenant complaints; instead OHC has merely cited the management agreement, 
which places all or part of the complaint within the aegis of the developer. The 
technique has failed to address itself to the social aspects, as distinct from the 
shelter aspects, of low-income housing. 

Because of the need to add sufficient staff to manage a portfolio which 
has grown from 5,000 units in 1968 to 10,000 in 1969 and to 20,000 in 1970, 
there has been little opportunity to evaluate management practices and to 
develop general management policies. There is no up-to-date manual or series 
of regulations informing either staff or tenants how projects are expected to be 
operated. As a result, not unlike the LHA system, the quality of management 
depends on the skill and judgement of individual managers. A consultant review 
of the centralized management system and of the quality of management is 
presently underway, jointly funded by the federal and provincial agencies. 
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TENANT MANAGEMENT 


The other major experiment in project management is the Little Mountain 
project in Vancouver. There, following complaints about the work of the 
project manager, the BCHMC agreed to transfer certain management functions, 
including rent collection, to a committee of tenants of the project. The commit- 
tee acts as an information centre, passing on complaints to the Commission and 
providing advice to individual tenants. The committee also follows up requests 
for maintenance services to ensure that the repairs are completed. The authority 
delegated to the committee tends to be either related to physical maintenance 
or relatively routine in nature, involving little administrative discretion. The 
primary operating function of tenant selection and eviction, and overall control 
of project management, continues to rest with BCHMC. This system reflects 
the highly centralized structure of the Housing Management Commission, pro- 
vincial concerns regarding the possible loss of efficiency and economies of scale 
in project level decentralizations, and tenant reluctance to push too hard. 
The BCHMC has recently indicated to the provincial tenants associa- 
tion its satisfaction with the arrangement and its willingness to enter into similar 
arrangements for other projects and is awaiting a request from a tenants’ group. 


PROJECT MANAGERS. 


CMHC memoranda have stressed the need to develop more socially responsive 
management. Because of the absence of policy guidelines and the wide latitude 
and discretion left to project managers, their attitudes and capabilities are cru- 
cial to the achievement of that goal. 

In February of 1972, the Policy Planning Division of CMHC undertook 
a review of public housing managers in Canada, examining their age, education, 
occupational background, and length of tenure. Information was available for 
all provinces except Quebec. The data for the province of Ontario apply only 
to projects managed by local housing authorities in smaller metropolitan and 
major urban centres, but OHC records indicate that the backgrounds of those 
employed by the provincial corporation are substantially similar. Some proy- 
inces reported only full time managers and others reported both full and part 
time ones. The results are set out in the following tables. For the whole country, 
56 per cent of managers were fifty years of age or older and 79 per cent were 
forty or over. Public housing management is not a young man’s occupation. 68 
per cent of public housing managers had no post secondary education. 38 per 
cent had not completed high school. These are further indications of the pro- 
fessional status of managers. 

The majority of managers have backgrounds in real estate, other com- 
mercial activities, and civil service occupations unrelated to housing. Only 
3 per cent have backgrounds related to social service work. As one would 
expect, in light of the substantial increase in production recently, the great 
majority have been public housing managers for less than five years. 

Looking at age, education, and occupational background, it is clear 
that some managers will not be particularly sympathetic to the social problems 
of their tenants. That does not apply to all of them. In several projects observed 
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it was clear that public housing managers were doing an excellent job and that 
the tenants were concerned about their possible retirement and replacement by 
less desirable managers. But the overall picture demonstrates the need to up- 
grade the professional qualifications of present managers and to attract younger _ 


people with social orientations. 


In other words, public housing management should become a profes- 
sion and should merit professional remuneration. A review of the salary levels 
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for full and part-time managers in most of the provinces (Ontario and Quebec 
excepted) revealed very low levels in some, wide disparities in salaries paid for 
equivalent work in others, and no pattern at all in still others. 

Efforts to upgrade management skills and qualifications to date amount 
to two one-week seminars, one held in the Maritimes and one in the Prairies, 
early in 1971. There has been no follow up. No ongoing program is foreseen. 
Ontario has sent staff members to a course at a community college but it deals 
with property management rather than social housing management. Senior 
officials in OHC have suggested to CMHC the establishment of an Institute of 
Public Housing Management, to be sponsored by CMHC and all the provincial 
agencies. The need for more responsive management is understood; this study 
recommends that it apply not only to public housing managers, but to those 
involved in all social housing programs. 


Tenants’ Rights and Tenants Associations 


THE PUBLIC HOUSING LEASE 


It was only in 1970 that public housing tenants acquired leases. Until that time 
they took possession under oral agreements. As part of the 1969 guidelines a 
model lease was prepared which most of the provinces have adopted intact or 
modified to suit their own needs. The draftsman did not address himself to a 
persistent complaint of tenants, that nobody but a lawyer can understand a 
document drafted in legal jargon. Low income tenants, frequently with lower 
levels of education, have even more problems than middle income lessees. A 
recent tenant request in Ontario to revise the wording of the lease was refused 
by Ontario Housing Corporation.2° 

Another major failing of the document is the preservation of the month 
to month lease as the form of tenure. While rent reductions increased the period 
during which it would be financially practical to remain a tenant, the lease does 
not provide real security of tenure. The public landlord can terminate the lease 
on one month’s notice, without cause, and the tenant’s sole redress is through 
the political process. It is not the actual exercise of that arbitrary power, but 
the mere potential use of it which serves to keep public housing tenants con- 
cerned and, with some exceptions, passive in their relations with project 
administrators. 

The lease is inadequate in a number of other respects. The landlord 
is not specifically obligated to keep the project in repair (as distinct from 
individual units), to maintain common areas and open spaces, to provide cer- 
tain soft services like security, to enforce the lease equally against all tenants. 
The landlord is given the power to impose rules and regulations on the use of 
the project, beyond those established in the lease itself. These usually go beyond 
rules dealing with the preservation of the property and go much further into 
the regulation of conduct to protect the other residents of the building. 


20 Lawyers acting for the Regent Park Tenants’ Association attempted to persuade 
OHC to adopt a much simplified version in every day language, but the Corpora- 
tion was unwilling to do so for fear that it would lose the certainty and protection 
which the traditional language afforded it. 
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Such provisions mirror those found in standard form private leases 
offered to tenants by large private landlords. They go no further in imposing 
obligations on public landlords, despite the fact that these are all services which 
the housing authority or provincial corporation in fact undertakes and, for the . 
performance of some of which it is legally responsible to CMHC. As matters 
now stand, a tenant cannot sue the managing authority to perform these 
obligations. 

The lease should be revised to provide the tenant with a fixed term, 
corresponding with the period for which rent is frozen. It should also be 
changed to obligate the landlord to provide all those services which he would 
normally provide. That will give the tenant /egal power to compel the landlord 
to fulfill those obligations. Whether individual tenants would exercise those 
rights is another question. It remains doubtful that they will know of their 
existence and understand them. Even if they do, poor people are, with good 
cause, notoriously reluctant to trust courts and legal processes to protect them. 
It will take quite a while for legal aid and storefront lawyers to overcome that 
reluctance. Even with knowledge of their rights and confidence in the courts, 
public housing tenants will still hesitate to act individually. Fear of retaliation 
and harassment will persist. Many of them have been taught for most of their 
lives that they cannot beat the system. . 


FUNDING TENANTS’ GROUP 


To instil the necessary confidence, group action is required. In the last three 
or four years a large number of tenants’ associations have been organized to 
do for public housing tenants what unions did for labour long ago; to give 
individuals who would not act alone the power, through collective action, to 
seek necessary reforms. 

The federal government responded to that development. In his speech 
introducing the public housing guidelines, the federal Minister stated “that 
giving tenants some voice in the administration of their project is a matter of 
social justice and would help to encourage a new and healthier outlook all 
around.” 

On May 8, 1970, CMHC field staff were advised that the federal govern- 
ment was prepared to make grants under Part V of the NHA to encourage the 
formation and effective operation of tenants’ associations and that where a 
province wished to participate, the cost could be considered under sections 40 
and 44 as an operating cost of the project. 

The associations thus funded were expected to result in tenant participa- 
tion in the areas of physical improvements, community service, management 
policies, and the resolution of grievances.?! Through their associations, tenants 
could be consulted on annual budget preparations to determine priorities and 
could review maintenance operations. They could assist residents by identifying 
social needs and joining with management to approach appropriate local agen- 
cies. They could act as a forum for tenants to express their views about manage- 
ment policies and to express objections to specific actions taken by management. 


21 CMHC Memorandum, May 8, 1970. 
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Not only would the associations submit grievances and enforce the per- 
formance of obligations. They would join with the authorities in planning for 
expenditures for the provision of necessary social services. They would join in 
the evaluation and review of management policies. They would, in effect, 
become partners in management. 

Only Manitoba appears to clearly support the policy and presently be 
prepared to make grants. Other provinces are “reviewing the policy”. Only 
Alberta has rejected the concept outright, although it has no objection to 
federal funding provided it is consulted. 

While the initial notice to field staff indicated that CMHC was prepared 
to fund under Part V or under sections 40 and 44, if the provinces were 
prepared to participate, the Corporation now appears unwilling to fund asso- 
ciations itself and is insisting upon provincial participation. Part V will now be 
used to fund tenants’ groups only where research is involved, but not for actual 
operations. This may reflect a feeling that Part V is an inappropriate vehicle 
for such funding, but it is more likely that it results from the general feeling that 
public housing is a matter of local jurisdiction and that the provinces must 
acquiesce in the funding of the associations. It also indicates an understanding 
of the political risks entailed and some backsliding towards older, safer 
positions. 

The reasons for provincial hesitancy are best seen in the case of Ontario 
which has the greatest number of associations and has been under pressure 
both from CMHC and the tenants to participate in funding. For some period 
of time OHC took the position that it was considering the matter in depth and 
reviewing the American and British experience to obtain guidance as to the 
success or failure of schemes in this area. In interviews with a number of OHC 
personnel the position was strongly taken that tenant participation in manage- 
ment was not feasible. They feel that tenants in privately owned and operated 
buildings do not participate in management and public housing tenants should 
not be treated differently. 

OHC is sensitive to the politics of the situation. The most severe 
criticism of the Corporation frequently comes from the tenants’ associations. 
In a letter to the federal Minister, the provincial Minister observed:2” 


We must be careful not to extend the grants to those who may not 
necessarily have the sole concern of public housing tenants in mind. 
OHC is performing an outstanding job in assessing and responding 
to the needs of its tenants and is generally aware of the persons involved 
in this sense and their motives. 


Between the lines, one senses the general feeling that left-wing militant agitators 
are involved in the formation of such associations. 

A similar concern may be seen in the refusal of OHC to participate in 
the funding of a proposed Ontario Public Housing Tenants Conference. A 
CMHC officer in the Ontario Region wrote:?3 


*2 Letter, October 6, 1970. 
23 CMHC Memorandum, February 8, 1971. 
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(OHC) believes that the members of the association are not construc- 
tively oriented . . . (they feel that) a conference would achieve publicity 
for public housing people that many of them do not want and would 
be an infringement of their right to privacy .. . There is no doubt that 
if a conference were held, OHC would find itself yet again under attack — 
and it is understandable that they should wish to avoid this. 


One device used to avoid making grants to tenants’ associations has 
been the stipulation that if the tenants want grants they should be given on a 
dollar for dollar basis. (The public gives one dollar for every dollar the tenants 
raise themselves.) Presumably, this will encourage tenants’ initiative. 

OHC appeared for some time to follow an ad hoc policy of funding 
some tenants groups and not others. In Toronto, grants were made to the 
Edgeley and Regent Park Tenants’ Associations, but not to those in Alexandra 
Park and St. Jamestown. The present position of the provincial Corporation is 
to refuse outright to make grants or to refer the associations to the Provincial 
Citizenship Branch. This effectively announces that the tenants’ association 
does not have a meaningful role in the housing process and is simply a com- 
munity association like any other. 

Opinion on tenants’ associations within OHC is not clear cut. Its Com- 
munity Relations staff recognize the utility of tenants’ associations for the iden- 
tification of tenant problems of which OHC might otherwise be unaware. While 
community relations officers will not encourage or initiate the formation of 
a tenants’ association, they will act in a supporting capacity when one is formed. 
Project managers see the associations as useful management aids in instilling 
pride and community spirit and thereby reducing vandalism and maintenance 
costs. 

The same OHC officials who are strongly opposed to tenant manage- 
ment admit that they are pleased with the tenant inputs on the Regent Park 
Steering Committee and the Community Guardian Advisory Committee. How- 
ever, they see little utility in such a process on the day to day project manage- 
ment level. 

As a result, virtually all the tenants’ associations in the province are 
restricted to presenting complaints about maintenance, providing social and 
recreational facilities like drop-in centres, weekend dances, and so on, and 
speaking up on behalf of tenants who have grievances. 


THE DEVELOPMENT OF TENANTS’ ASSOCIATIONS 


Despite the lukewarm reception from the province, there are presently at least 
88 public housing tenants’ associations in Ontario, 67 of them in Metro 
Toronto. A few of the Toronto associations have memberships that span 
a wider community than the public housing developments. A provincial organi- 
zation, the Ontario Housing Tenants’ Association, has been formed to act as 
an umbrella organization for the individual groups. City-wide organizations also 
exist in Ottawa, Toronto, and Thunder Bay. The OHTA has arranged a con- 
ference of public housing residents in the province and is attempting to stimulate 
the creation of new associations. In September, 1971, it made arrangements 
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for the services of six volunteers from the Company of Young Canadians to 
provide organizing assistance in Toronto, under the direction of the OHTA. It 
has recently received a grant under the Local Initiatives Program to hire four- 
teen people to publish a newsletter. Formal meetings with OHC to discuss 
provincial policy have taken place. 

Provincial organizations have also been formed in Manitoba, Nova 
Scotia, and British Columbia. The Manitoba group is a federation of local asso- 
ciations, which have received strong support from the province which has 
unequivocally accepted the federal offer to share funding costs. Two-thirds of 
all projects have associations. The Tenant Relations Officers of both the provin- 
cial Corporation and the Winnipeg Housing Authority are encouraging the 
formation of associations, primarily as conduits for the communication of 
grievances. The MHRC has arranged with a local social service agency in 
Winnipeg to provide organizational assistance. 

The British Columbia group, the B.C. Interproject Council, is the result 
of a broadening of a city-wide organization in Vancouver. More than three- 
quarters of the projects in the Vancouver area have associations and most 
public housing in the province is located in that area. The original Vancouver 
Interproject Council was funded by the federal government alone. The prov- 
ince appears to find the provincial organization useful. The latter has pressed 
for alternative forms of providing low-income housing, including cooperative 
tenure. It is presently engaged, with the Vancouver Social Planning Depart- 
ment, in a survey of recreation needs in public housing. The provincial Housing 
Management Commission is concerned with that problem and is sharing part of 
the cost. 

A committee has been elected by representatives of public housing 
tenants in Quebec to organize a provincial organization. Interim funding has 
been received from QHC. In several of the provinces which do not have 
province-wide organizations, there are associations in major centres which 
attempt to speak, although faintly, for all the public housing tenants in the 
province. There are also private provincial tenants’ associations in five of the 
provinces, some of which occasionally concern themselves with public housing 
problems. 

In May. of 1971, a National Conference of Public Housing Tenants was 
held in Ottawa, the costs underwritten by the federal government and some of 
the provinces. A decision was taken at that conference to form a National 
Association. Ongoing funding was sought from CMHC, which made a grant of 
$15,000 outright plus up to $7,500 on a matching basis with funds raised else- 
where. Only $500 has been raised from other sources. Whether the association 
will be born at all remains in doubt. 

A hierarchy of organizations appears to be forming, although the pic- 
ture is in a state of flux. At the bottom there is a rapidly expanding group of 
project associations, concerned with questions of maintenance, social and 
recreational facilities and activities and specific grievances. In at least eight 
major centres, city-wide federations of associations exist. In four provinces, 
provincial associations have emerged, two of which (Manitoba and B.C.) are 
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clearly representative of local associations. In five of the provinces, private 
tenants’ associations are also present, as is the case in many metropolitan 
centres. The role of city-wide and provincial public housing tenants’ associa- 
tions is unclear. None appear to have been able to make any impact on policy 
formulation, although all are young and may develop more influence with time. 


The Cost of Public Housing Subsidies 


Potential subsidy burdens have been a key factor in policy decisions 
relating to the planning, building, and operating of public housing. Actual sub- 
sidy levels have not been the subject of close scrutiny and little effort has been 
expended in projecting likely future levels. Until this study was undertaken, the 
annual rate of increase in costs was not known. The state of CMHC and pro- 
vincial accounting records make attempts at detailed projections hazardous. 
Only Ontario and New Brunswick have submitted claims for subsidy under 
section 44 of the NHA. Most provinces are one anda half to two years behind 
in their billings and the last year for which information is available for section 
40 subsidies is 1969. Until recently Ontario was the only province which even 
submitted a budget setting out anticipated operating losses. Since mid 1971, 
the federal agency has required budget estimates from the provinces. Budgeting, 
however, remains very inaccurate. 

The published data in Canadian Housing Statistics are not very helpful. 
They present the total subsidy payments for the year and the number of rental 
housing projects liable for subsidy. It is not clear whether the latter consist of 
projects for which a section 44 agreement has been signed (that is, at the time 
of publication, all section 43 projects except those in Quebec and a few full 
recovery projects elsewhere), or only those units completed by the end of 1970. 
If it includes all approved units outside Quebec, then the usual process of 
dividing units into total subsidy level grossly understates the actual per unit 
subsidy, as the subsidy total is being averaged over total approvals, which 
includes projects not yet constructed and occupied and therefore producing no 
operating losses. 

Available data only cover subsidy levels under section 43 in the prov- 
ince of Ontario from 1966 to 1970.74 For the first three years, they cover actual 
payments and actual number of units. For the last two years they cover billings 
by the province under the subsidy-sharing agreement. The figures are contained 
in Tables 5, 6 and 7. 

Table 5 shows the number of section 43 units in existence in Ontario 
year by year, and the total Federal payment for these units. These totals are 
cumulative, so that the figure for 1970 covers all subsidies on units built since 
1965. The Federal subsidy per unit is derived from the first two columns. The 
total subsidy per unit is derived from the information in Table 6. 


“4 These data cover some 21,000 units and are more comprehensive than the section 
40 figures, which are also reproduced below. 
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Table 5 


ANNUAL SUBSIDY LEVELS, ONTARIO, 
SECTION 43 — 1966 - 1970 


Total Federal Total Rate of 

Federal Share of Subsidy Increase 
Year Units Payment Subsidy per Unit of Subsidy 
BOO Sire a xei. 1045 $ 257,780 $245 $492 
ae eee 3688 1,029,987 279 558 14% 
JTS eee 5944 1,854,000 310 624 iM Be 
ES ag as he See 11362 4,130,889 364 737 te, 
Cl ee 21409 10,466,605 489 978 a3 


Source: Urban Renewal and Public Housing Division, CMHC. 


Table 6 


AVERAGE MONTHLY REVENUES, EXPENSES, SUBSIDIES 
PER UNIT, ONTARIO, SECTION 43 — 1966 - 1970 


Average Average Average 

Revenue/Unit Expenditure Subsidy 
STONES: SAS aR a 101.19 142.30 41.11 
SN ee 90.64 137.16 46.52 
Me ca eed g, Bate ko. a 85.24 137.24 52.00 
HEL UICR  S O O te 83.42 144.86 61.44 
Pe cestimated)......056<. 83.00 164.50 81.50 


Source: Urban Renewal and Public Housing Division, CMHC. 


Table 7 


AVERAGE CAPITAL COST, SECTION 43 PROJECTS 
(FROM LOAN APPROVALS) — 1966 - 1970 


NODC rata ayaa buy oe aoe Sere Ie et aes e hte 5 $13,250 
Ls PS ge A ange Sa Ae ee ee 15,080 
LOS aaa Data at, Leet Oo cris Gok a 14,444 
DOE ety ct BAN Eo eh eS Ren oa gel ie Bs kid wines 14,534 
DS ks sg Mie Meal Ml, iin CAE aM a hag Mi Siew ea oe 52 15,201 


Sources: Canadian Housing Statistics, Table 48,and Economics and Statistics Division, CMHC. 
1966 and 1967 all Canada (more than 90% Ontario); 1968 to 1970 Ontario only. 


The total subsidy per unit in public housing projects as shown in 
Table 5 has been increasing at an alarming rate. The subsidy for 1970 was 
a full 33 per cent higher than for 1969. 

Table 6 shows a breakdown of this total subsidy per unit. The sub- 
sidy is the difference between the expenditure and the revenue for the unit. 
These figures are expressed on a monthly basis. Table 6 indicates that the 
subsidy has been increasing because capital and operating expenditures have 
been rising while rental revenues have been declining. 

As shown in Table 7, the capital cost per unit in public housing proj- 
ects has been rising, but not at the rate of the gross expenditures shown in 
Table 6. We should note that loans approved in a given year usually result 
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in units being produced one to one-and-one-half years later. Thus, except for 
1966 (when a substantial number of units were purchased), capital costs for 
a given year should be read against operating expenses of the next year, 
as a rough guide to the impact of changes in capital cost on cumulative sub- 
sidy totals. 

The operating expenses per unit per month are shown in Table 8 for 
the years up to 1969. Amortization payments, taxes and other operating ex- 
penses have all been rising over this period. Table 9 shows the interest rates 
applicable to loans for public housing projects. 


Table 8 


AVERAGE MONTHLY AMORTIZATION, TAXES, OTHER 
OPERATING EXPENSES, ONTARIO, SECTION 43 — 1966 - 1969 


Amortization Taxes Other 
L966 See My ee eto $67.80 29.15 ASS 
POG Tides ites et ae etc cele 69.05 29.02 39.09 
TOG sspotiy provers ohn \Woeece ne uae 70.37 70 ee 39.35 
1969. Gees ote tee ee Naeoe 30.48 39.87 


Source: Urban Renewal and Public Housing Division, CMHC. 


Table 9 


NHA INTEREST RATES FOR PUBLIC HOUSING 
PROJECTS — 1966 - 1970 


Jan. Feb. Mar. Apr. May June 
19667 08s eek 5.750 5.750 5150 a7 oU 5.875 5.875 
AG Rae Ao tata cae 62125 6.000 6.000 5.750 5150 5.750 
T96S oe eda ee 6.875 6.875 6.875 6.875 6.875 6.875 
$OGOR Nakina: 6.875 6.875 6.875 6.875. 6.875 6.875 
160710 bee ee Mee ete T3815 1.805 T3815 i ) 7.815 7,875 

July Aug. Sept. Oct. Nov. Dec. 
19606200, oad 452 OTS 5.875 5.875 G2125 6.125 6.125 
POGT A ke gdans zeal 6.250 6.250 6.250 6.375 6.375 6.375 
PSGG6 bah Sinead: 6.875 6.875 6.875 6.875 6.875 6.875 
AICO S Ss aoe ek 6.875 6.875 TESTS Peon T8715 TOto 
LOTR rns ee 7.875 7.875 7.875 iy 7.875 7.875 


SOURCE: Canadian Housing Statistics, 1970, Table 75. 


From these Tables it is clear that the cumulative per unit subsidy for 
section 40 projects is increasing at a rate of about 14 per cent per year, ex- 
cluding the unusual jump in 1970. Including 1970, the rate was 19 per cent 
per year. In part that increase is explained by the decline in revenues shown 
in Table 6 from 1966 to 1968. The first units were acquired with tenants 
whose leases were continued. Revenues were, therefore, higher during that 
period. From 1968 to 1970, revenues appear to have stabilized. From 1968 
to 1970, most of the increase in subsidies appears to stem from an increase 
in operating expenses. For 1969, the major part of that increase came from 
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increased amortization charges, probably reflecting in part the increase in 
interest rates in 1968. 

Although a breakdown is not available for the amortization element 
of 1970 subsidies, it likely has increased as well, with the higher interest rates 
paid in 1968-69, and particularly in the latter part of 1969. The rest of the 
increase must result from increased taxes and maintenance costs. (Preliminary 
estimates show that while the number of occupied units in Metro Toronto 
almost doubled, operating costs rose by 350 per cent. That is, they increased 
by approximately 75 per cent per unit.) 

Given this information. what are future subsidy levels likely to be 
over the next decade? Units approved in 1970 had a capital cost 5 per cent 
higher than those approved in 1968 and 1969. With a greater emphasis on 
family units, that trend should continue and will probably accelerate. Amor- 
tization will be further increased. All projects approved in 1970 and early 
1971 were at an interest rate of 7% per cent. From 1966 to 1970, taxes 
remained steady and operating expenses declined. This tax position should be 
compared with that of new NHA bungalows, on which taxes increased by 62 
per cent during the period. With increased demand for community facilities 
and services, and with rising labour costs, these expenses are certain to increase. 

The program is confronting higher capital costs, taxes, interest rates, 
and, probably, operating expenses, compared to those reflected in present 
subsidy levels. Revenues do not seem to be increasing. With the changes made 
in 1970 in the rent-to-income scale, in the allowable deductions, and in the 
rent review periods, and with an increasing proportion of elderly tenants, 
increases in revenues are unlikely. 

Under the circumstances, an increase of 10 per cent per year in average 
subsidy levels is to be expected. This figure is conservative when compared 
to the historic rate of growth of these subsidies. From a base of $978 in 1970, 
subsidy levels in 1980 would be approximately $2,533 per unit if growth were 
compounded annually at 10 per cent. If they were to increase at 15 per cent 
annually, 1980 averages would be $4,137 per unit. 

Table 10 presents for four years, data on section 40 projects for com- 
parison with the previous data on section 43 projects. The rate of growth 
of the subsidy was even greater in the case of section 40 projects than it was 
for section 43 projects in comparable years. 


Table 10 


AVERAGE MONTHLY REVENUES, EXPENSES, 
TAXES, AMORTIZATION, SUBSIDIES, SECTION 40 — 1966 - 1969 


All Rate of 
Revenue Expenses Taxes Amortization Subsidy Growth 
1906... ...- $67 $ 96 $17 $47 $29 
Li a 65 103 18 48 38 BER A 
UC) 67 114 Pa | 52 47 24% 
PIG9.. os as 59 125 23 60 66 40% 


Source: Urban Renewal and Public Housing Division, CMHC. 
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Reference to Table 10 for section 40 projects again indicates that 
the 10 per cent growth rate is conservative. The increase in the case of section 
40 projects was 32 per cent per year for the three years 1966-1969. As the 
rate of increase in production of public housing units has probably continued 
at 10 per cent per year (1968 and 1969 approvals over 1967 base), and as 
subsidy payments rose by about one-quarter in 1969 and one third in 1970, 
it is likely that the rate of increase in subsidy levels under that program 
continues to be rapid. 

Sections 40 and 43 projects, then, will involve high subsidy costs over 
the coming decade, with subsidies of $2,500 per unit quite likely. 

The magnitude of those anticipated subsidy levels is alarming. It 
means that at existing levels of production (i.e. 20,000 units per year), the 
total subsidy level will be somewhere between $625 million and $750 million 
per year. And Canada would not have begun to put a dent in the problem. 
Deeply subsidized units would comprise only some 3 per cent of the total stock. 

There is one other aspect of subsidy cost worth noting and that is the 
way in which subsidies are shared and the manner in which that affects the 
distribution of program funds. 

The Maritime provinces in particular claim that the sharing of subsidy 
costs penalizes the poorer provinces which have weaker tax bases and deeper 
subsidies because of lower incomes. The result, they claim, is that less extensive 
use is made of the program and a disproportionate share of funds under the 
program go to the wealthier provinces with higher growth rates, rather than 
to the poorer provinces which have the worst housing conditions. Sympathetic 
to that argument, CMHC officials in 1965 advocated that the federal govern- 
ment bear an increased share of subsidy costs. Officials of the Department of 
Finance have opposed such changes. They argue that general equalization of 
revenues is intended to redress regional imbalances in tax revenues and 
that should not be done on a program basis. The DREE programs have 
developed as the one exception to that position. 

All the provinces have in turn passed on part of the costs which they 
must bear to the municipalities which must in fact request the projects. The 
acceptability of the program to the municipalities has varied with the extent of 
the burden passed on to them. As can be seen in Table 11 those provinces 
which have wanted to push the program quickly have passed on smaller 
fractions of the cost. Manitoba is the clearest example, having shifted recently 
from the requirement that the municipalities pay half the provincial share to 
the complete assumption of the burden by the province. 

The province of Quebec has vigorously implemented its program in 
the last several years. In that short time, the magnitude of the subsidies has 
not yet been appreciated. As these become clear, it is possible that Quebec 
cities, with their heavy burdens of debt » aarges, will not be able to meet the 
obligation to pay twenty-five per cent oi subsidies, and will be forced to cut 
back the program when it is barely underway. 
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Recommendations 


This report strongly recommends that the public housing program in 
its present form (the construction of new, highly-subsidized units to be owned | 
by the public and occupied only by the poor) be abandoned. Some of the 
reasons for so doing are contained in our review of program performance: 
the poor locations found for residual housing; problems of design caused by 
cost cutting or attempts to build outstanding housing for the poor; high density, 
high-rise housing dictated by cost concerns; insensitive management that treats 
public housing tenants as welfare clients; the negative attitudes of administra- 
tors, surrounding neighbourhoods, and the public generally. All are aspects 
of the stigma inherent in a program aimed only at the poor. 

It is time that Canada stopped building projects for occupancy by 
poor people alone. There are a number of ways in which that could be done, 
while maintaining a public role in the supply of low-income housing. This 
study’s preference, discussed in detail below, is for the payment of income 
supplements (shelter allowances) to low-income households, who can then 
choose to rent or buy existing private units or to seek accommodation in public 
projects serving a broad income band, including the middle income group. 
Alternatively, new units could be publicly built, some of which would be 
deeply subsidized, depending on the income level of the particular household. 
Or whole existing buildings could be purchased and low-income tenants gradu- 
ally mixed in with existing moderate income ones, or blocks of units could be 
leased for low-income use in existing middle income buildings. 

Each of these techniques, except leasing, involves government in a 
conscious decision to compete with private builders in the provision of rental 
housing for the majority of Canadian tenants. The benefits would be imme- 
diate. Low-income tenants would no longer be subjected to the stigma of a 
welfare service. Project planning and operation would improve as administra- 
tors would have to respond to an articulate middle income constituency, better 
able to bring pressure to bear, paying their own way and unwilling to accept 
second best. Increased loan funds would be necessary to provide the same 
number of units to the low-income group, as a matching proportion of middle 
income units would be funded. Some of those additional moneys could be 
found by rechanneling section 15 (entrepreneurial) and 58 (assisted home- 
ownership) funds to the expanded public housing program. 

Substantial changes are required in the method in which government 
plans for public housing (and indeed all low-income housing). The federal 
government must be prepared to allocate funds for more than one year at a 
time. That is a prerequisite to even medium range provincial planning. The 
system of checks and balances, under which either one of the senior levels is 
in charge of planning and building the units and the other reserves a veto 
power, is obsolete and should be scrapped. 

To that end, the partnership provisions of the legislation should be 
abandoned. (CMHC officials have recommended that change for the last dec- 
ade.) Program planning and administration should be acknowledged to be a 
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provincial responsibility. Those provinces which do not wish to establish large 
organizations for that purpose (i.e. those that would otherwise continue to rely 
on the federal agency as a senior partner) should be able to obtain assistance 
from the federal government, on a fee for service basis. Those provinces 
which have assumed responsibility for programs or are prepared to do so, 
should be given full day to day control of programs. 


The federal approval function entails a considerable duplication of 
time and manpower as CMHC officials go through the same processes as 
provincial staffs. It has the additional disadvantage of keeping federal public 
housing officials and corporation management so mired in the details of 
individual projects that there is no time to review the program as a whole. 


Block loans of the type made to Quebec, should be available to all 
provinces wishing them. At present, even where individual project approvals 
continue, federal leverage remains minimal, as can be seen in the small number 
of projects rejected. More important than formal approving authority are 
informal linkages between senior regional personnel of CMHC and provincial 
officials. Those contacts, together with the need to secure budget approvals 
annually, have more influence on provincial decisions than the formal approv- 
ing power. 


While overall responsibility for program planning should be provincial, 
the development and administration of individual projects and the planning 
for program delivery in particular municipalities should be a municipal func- 
tion, at least in those cities which have the necessary capability or can quickly 
develop it. That allocation of responsibility has been federal policy since 1949, 
It is the pattern in most European countries and in the U.S. 


Because the provision of low-income housing is not recognized as a 
municipal responsibility in most parts of the country, the developmental process 
is an adversary one. Provinces, acting through developers, seek planning 
permission which is frequently opposed by municipal councils and local resi- 
dents. Again, there is the problem of separate developmental and approving 
authorities. There are difficulties coordinating the provision of the necessary 
recreation, education, welfare, police services, and so on, at the local level, 
with provincial housing development decisions. Planning and management 
decisions, made at provincial head offices, are comfortably insulated from 
feedback from local residents and project users on the adequacy of the service 
provided. Complaints to local elected representatives would be more effective. 
They cannot be met with the answer — that’s only one of twenty thousand 
(or in the future, fifty or one hundred thousand) units which we operate. 


This study therefore recommends that the federal government strongly 
encourage the provinces to delegate decision authority in this area to metropoli- 
tan or regional governments. That delegation could be on an individual project 
basis, and in the case of larger, well staffed cities, on a block loans basis. The 
most successful means of encouragement would likely be financial. Where 
projects are to be built and owned by municipalities, the federal government 
should fund one hundred per cent of the cost, but if the provinces insist on 
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building them themselves, the federal government should only lend two-thirds 
of cost. 

At whatever level the program is administered, some steps must be 
taken to improve project location, design and facilities. The requirement of a 
suitable location within reasonable distance of community facilities, transporta- 
tion, and employment for low-income persons must be written into the legisla- 
tion in general terms as a statutory directive to program administrators. The 
effect of the statutory directive, however, would be primarily hortatory since 
it would be difficult to put teeth in such a provision. What is required in addition 
is far greater public initiative and control over the supply or urban land and 
its price to ensure the availability of adequate land for social housing purposes. 
The necessary steps are suggested in the recommendations on land assembly 
and land banking contained in chapter 9. 

To improve design aspects and project facilities, controls on project 
scale, clustering, unit density, and child density are required. Those would 
better be set by administrative regulation than by statute. Where block loans 
are made, they would be negotiated as part of the lending program, and 
become internal regulations binding the Corporation. 

To provide more responsive management, the legislation should spell 
out what is, in effect, a tenant’s bill of rights applying to all rental housing 
funded under the NHA. It would include rights: of security of tenure; of quiet 
possession; to the provision of necessary building services; to reasonable rules 
and regulations; of freedom of association, etc. Any borrower would have to 
agree to be bound by such provisions. The federal housing agency could then 
prepare a model lease to give the provisions effect. 

Serious efforts to upgrade management competence would have to be 
made. This would involve a real effort to recruit socially-oriented managers, 
improve the training of capable existing ones, and press the April 1970 initia- 
tives much more strongly. An Institute of Social Housing Management is 
recommended as part of that process. 

Along with an improvement in tenants’ statutory and leasehold rights 
and in management practices, there will be an increased emphasis on action 
as a political pressure group. 

We have suggested, as federal officials did in 1969, that public housing 
managers must be better trained, more socially aware and more responsive. 
That kind of change is not imposed top down. It results from pressure, political 
pressure, from the recipients of the service. Individuals are unable to exert it. 
Group action is required. If the federal government were itself administering 
the project, it is unlikely that it would fund the tenants’ groups to criticize it. 
It is precisely because it has some political distance from the situation that it 
can afford to give financial and technical assistance to tenants’ associations. 
Similarly, proximity to the political heat leads the provinces to be leery. The 
federal government (if it believes in participatory democracy) must be prepared 
to make grants to tenants’ associations, regardless of provincial opposition or 
refusal to contribute. 

That activity would be in keeping with the freedom of association which 
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should be guaranteed in the lease. It would recognize not only the right of the 
public to control the level of subsidies provided by the Treasury but also the 
right of a tenant whose rent goes toward the provision of management services 
and toward the acquisition of property by the state to influence the level of 
housing services provided. It might also lead to the moderation of tenants’ 
requests, if they are in a position not merely to demand, but to decide upon 
priorities with limited resources. 

The federal leadership will be inadequate if it merely consists of funding 
tenants’ groups to put pressure on provinces and cities. It must also lead by 
bringing representatives of tenants’ organizations into its own policy planning 
process and into its reviews and evaluation of program performance. 

Associations have been developed at the project, metropolitan and 
provincial levels and one may develop at the federal level. In some cases they 
have had provincial support, in others they have developed despite provincial 
dislike for the idea. There is little doubt that tenants will acquire an increased 
influence on the administration of the projects in which they live and perhaps 
in the operation of the entire program. The question is the organizational form 
in which they will be permitted to speak. 

There are a number of possibilities. Early federal thinking regarded 
the role of tenants’ groups as basically consultative. They would advise, when 
asked, on the formulation of budgets, particularly on necessary expenditures 
for their projects. They would assist in reviews of maintenance practices. They 
would, together with public housing officials, direct tenants in need of assistance 
to the appropriate social service agencies. They would also directly provide 
some social services not provided by housing agencies — day care, and the 
organization of dances, meetings and other recreational activities for example. 

A second model would have associations acting as collective bargaining 
agents with project managers, local housing authorities and provincial corpora- 
tions. They would raise grievances with respect to policy implementation on 
behalf of individual tenants and would bargain with L.H.A.’s and provinces 
for changes in policies. They might raise such subjects as the form of lease, 
rules and regulations, rent scales, security procedures, maintenance policy, etc. 
Some issues like tenant selection policy and the type of rent to income scale, 
as distinct from the manner in which it operates, the level of subsidy which the 
government is prepared to pay, etc., might be matters for legislative decision 
and non-negotiable. Most would be open to bargaining. Failing agreement on 
bargainable issues, disputes would be subject to arbitration. 

In its most sophisticated form, the model envisages tenants’ associations 
dealing with project managers on issues within their discretion, city-wide 
associations representative of local ones dealing with local housing authorities 
or municipal departments on broader issues of implementation and provincial 
associations negotiating with provincial corporations on matters of provincial 
policy. 

The proposed system recognizes the role of government agencies as 
managers and protectors of public property and the public purse. Tenants, as 
temporary beneficiaries of services provided by government are entitled to 
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organize and seek the fair and efficient provision of those services. They do so 
by way of traditional bargaining processes, as their basic relationship with 
their government landlord is, as it would be with a private one, contractual. 
Contractual remedies for the resolution of grievances are therefore the appro- 
priate ones. 

A third possible form of participation calls for the sharing of decision- 
making power by tenants and government. It treats the provision of social 
housing not as a substitute for a privately operated service, based on the con- 
tractual relationships which govern in the private sector, but as a basic 
governmental responsibility. It regards the casting of a ballot every three to 
five years as an inadequate mechanism for participation in housing decisions 
and instead seeks direct participation in the decision process. That can take 
the form of tenant representation on local housing authorities, provincial and 
federal housing corporations. There have been tenant appointments to a num- 
ber of LHA’s in the past year, including those in Saint John, Thunder Bay and 
Weyburn. Tenants are represented in the Municipal housing bureaus in Que- 
bec. There has been some discussion recently of the appointment of tenants to 
the boards of CMHC and OHC. It might also take the form of tenant member- 
ship in Task Forces and committees established to report on specific problems 
and on ongoing advisory committees reporting to federal and provincial 
corporations. 

The fourth alternative calls for a full delegation of authority to tenants’ 
groups, rather than shared decision-making. That does not mean that tenants 
acquire complete control over program development and implementation, but 
that certain decisions are left completely in their hands. At the project level, 
complete control of management might be given to a tenants’ association 
functioning within the confines of provincial guidelines for project administra- 
tion. They might be given a fixed budget with the power to decide where repairs 
would be made and beyond those, what additional facilities would be added, 
together with the power to hire staff and contract for the provision of goods 
and services. To provincial associations there might be delegated the function 
of rules and regulations governing the use of the project, the development of 
policies for the provision of social services. 

The proponents of a full delegation of authority reject the shared- 
decision format. They claim that only token representation will be granted 
and that individual representatives will be co-opted or their voices lost in the 
management throng. They find collective bargaining inadequate, because it 
gives the opportunity to bring forward grievances periodically, but does not 
allow for real control. Intermittent pressures will eliminate the worst abuses 
they feel, but will not bridge the gap between managers’ and tenants’ attitudes. 
Managers are bricks and mortar oriented — only tenants understand their 
needs. 

They reject arguments based on the protection of public property, and 
the need for professional judgement to make housing management decisions. 
The reason tenants want control is that the properties are not adequately 
maintained and responsibly managed. In response to professional management 
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arguments, they point to the rapid development of condominium and to a 
lesser extent co-operatives in the country. There the crucial management deci- 
sions will be made by a committee of residents, who will hire professional help 
to deal with technical problems. That system, they claim, is equally applicable 
to publicly-owned housing. These models would apply differently to the man- 
agement and planning of individual projects and to the development of general 
policies governing planning for and operation of public housing. Broad delega- 
tion of authority to tenants is probably most feasible in the case of project 
management. 

Complete delegation of management functions would not be desirable. 
In particular, the functions of tenant selection and enforcement of rules and 
regulations including eviction, should not be delegated to tenants’ associations. 
It is the almost universal international experience that tenants and self-help 
groups are less receptive to potentially difficult or problem families in their 
midst than are government officials who would not have to live with them. The 
“creaming” which now takes place is mild compared to the selectiveness which 
tenants would themselves exercise. We see no reason, however, why all other 
powers could not be delegated, under agreement with the responsible govern- 
ment agency, the continuing delegation being subject to the association living 
up to the terms of the agreement. 

For the management of individual projects, we recommend that the 
federal and provincial governments deliberately encourage the assumption of 
management authority by committees of resident tenants, and monitor their 
operations to determine the adequacy of the management. Complete reliance 
cannot be placed on that technique because of the hesitancy of tenants’ asso- 
ciations to request and assume the obligations. We would expect, at least in 
the immediate future, that the majority of project residents would rather rely 
on their government landlord to provide the necessary services than to go 
through the complicated processes necessary to provide them themselves. 

If government is to continue providing that service, we would strongly 
recommend that it be furnished at the municipal level, at least in municipalities 
of a large enough size and with enough units to provide the necessary degree of 
sophistication and level of services. At that level, the responsibility should lie 
with a municipal department, rather than with an independent authority. There 
is little advantage in the hoary maxim, “keep politics out of housing manage- 
ment”. The improvements which have occurred in the operation of projects 
have resulted from political pressure. Independent corporations unnecessarily 
insulate provincial politicians from that pressure. The risks of favouritism in 
tenant selection, with a number of different councillors suggesting candidates, 
seem to us to be far outweighed by the importance of requiring political 
decisions on matters of policy rather than technical questions of property 
management. 

In the management of projects by municipal governments, all the 
Suggested participation models can play a role. The municipality should be 
prepared to consult tenants and solicit their views, they should be prepared 
to share authority in some instances, and they should be willing to bargain 
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collectively on other matters. Formal mechanisms should be developed for 
each of these purposes. 

Tenant participation in the planning of projects would also be benefi- 
cial. Unit designs would be improved if architects had clients who could advise 
them on the manner in which the housing would be used. The advice need not 
come from the persons who will actually use the unit. It is sufficient that it 
comes from one who has lived in public housing and is personally experienced 
with the implications of the dwelling forms and layouts used. Similarly, second- 
class sites may not be chosen if representatives of potential residents are present 
to comment on their quality. In both cases, decisions solely on the basis of cost 
may be avoided. 

Tenant participation in project planning could take the form of con- 
sultation with tenants chosen at random or with elected representatives of 
project or city-wide associations. Or their role could be formalized and standing 
committees composed of municipal housing and planning officials, tenants’ 
representatives, and other representatives of community groups could be 
established to prepare and endorse plans for the approval of local councils. 
More adventurous municipalities might be prepared to experiment with the 
contracting out of the preparation of a design brief, or of the plans themselves, 
to established, city-wide, public housing tenants’ associations, the plans to be 
subject to council approval. 

While municipalities should be responsible for program and project 
administration, there are certain basic issues to which provincial policies should 
apply. Among them are eligibility, selection criteria, essential obligations under 
the lease, minimum standards of operation, etc. Tenants should be able to 
participate in the development of those standards. In some provinces opposition 
to shared decision-making will be so strong that only an adversary bargaining 
approach will be possible. In others, tenants will not even get beyond consulta- 
tion, and confrontation and perhaps rent strikes will be required to reach an 
agreement to bargain. In still others the participation of tenants in the policy 
making apparatus may occur by equal membership on an advisory committee 
or by direct access to the responsible politicians with an opportunity to criticize 
management proposals and present alternatives. 

Tenant inputs into program and project reviews would assist in the 
development of guidelines, of standards for design and location. The more 
relevant information is available, the better informed those decisions will be. 
It is remarkable that public authorities are prepared to pay professional con- 
sultants for advice, but are unwilling to accept free assistance from the people 
who are most familiar with the projects. 

Once again, the form of the participation will depend on the institutional 
dynamics, the attitudes and abilities of provincial officials and tenants’ repre- 
sentatives, rather than on any advance decision that a prescribed form is most 
suitable. 

While most participation will take place at the municipal and provincial 
levels, the federal government must continue to lead in the development of 
participatory mechanisms. 


Chapter 6 


Full Recovery 
Low Rental Housing 


Public housing and full recovery low rental housing were, for more than 
twenty years, the only federal programs which could be used to provide low 
income housing. While full recovery units were initially provided under the 
public housing program as well, operating subsidies were soon required in order 
for public housing to continue to serve very low income households. Under the 
section 15 full recovery program, loans were made at preferred interest rates to 
municipally-owned corporations, builders, and private non-profit groups, e.g. 
service clubs and churches. 

In most areas, municipal non-profit corporations have been phased out 
with the advent of increased provincial public housing activity. Private non- 
profit groups have concentrated almost entirely on housing for the elderly and 
their efforts have also been displaced, in most provinces, by increased public 
housing activity. As a result, this chapter deals primarily with the entre- 
preneurial program. This was known for some twenty years as the L.D. (limited 
dividend) program, but as there is no longer an explicit limit on returns or 
dividends, we prefer to refer to it as the entrepreneurial full recovery program. 


Full Recovery Housing: Entrepreneurs 


Program Development 


For more than thirty years, National Housing Act loans have been 
available at preferred lending rates to organizations that will build housing for 
low income families available at below market rental. The program finds its 
beginnings in the National Housing Act of 1938! which provided for loans at 
preferred lending rates to local housing authorities for the construction of low 
rental housing projects to be leased to families of low income. The program 
was designed to encourage institutions (municipalities, associations), rather than 


1 National Housing Act, 1938, Part II, Section 13(1) and following. 
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private individual builders, to undertake the building of the projects. Rents 
were not to exceed one-fifth of family income and were to be set so that their 
aggregate would pay for the project with a dividend not to exceed 5 per cent. 

The Act was amended in 1945? to allow institutional housing corpora- 
tions (which could be owned by life insurance companies and lending institu- 
tions), to obtain loans for low rental housing projects under similar conditions. 

Neither of these attempts to attract capital into the low rental housing 
field was particularly successful. This, in part, explains the turn to public hous- 
ing and direct public funding of low rental housing projects marked by the 
1949 NHA amendments. 

Activity under the limited return program continued at a relatively low 
level until the mid-1950’s, when, in the period from 1957 to 1959, some 15,000 
units were built, mainly by entrepreneurs. The sudden burst of activity was the 
result of government interest in funding the program as part of overall stabili- 
zation policy and of the lack of other forms of financing. Banks had been less 
eager to give loans for residential construction, interest rates on other available 
capital rose, and sources of financing generally dried up. Limited dividend 
housing which had been unattractive to builders because of its restricted divi- 
dends, became the only source of funds for many. 

The results were not satisfactory.® 


(It was) very clear that the section was aimed at obtaining the coopera- 
tion of municipal groups, philanthropic organizations, etc. and that the 
plan was designed towards “‘no profit” housing or “limited profit” hous- 
ing... Over the years we have retreated from the position so estab- 
lished. There is no doubt in my mind that the entrepreneurs who are 
operating today have profit as their major motive, although there are 
‘“‘smoke-screens” blown up, such as providing estates for dependents 
forty years hence. It is fairly logical that with the present state of the 
investment market, no wise investor is going to put his money into a 
5 per cent limited-dividend proposal unless there are other considera- 
tions. I think the major thought is “mortgaging out” . . . The Minister 
should be made aware of the fact that any tightening of controls will 
reduce output, but I think he would agree that we should not have 
output at the expense of distorting legislative intent. 


In another memorandum shortly thereafter a member of the Adminis- 
trative Research Group wrote:4 


The true intent of the section has an essentially social connotation. . . 
The Fund has not been used for the purpose for which it was originally 
intended, but rather as a source of mortgage financing of last resort... 
It seems to me that virtually every anomaly or irritant which has oc- 
curred in the Limited Dividend Operation can be ascribed to those 
projects which are sponsored by private businessmen. 


In 1960, a review of the design and layout of a number of limited 
dividend projects was undertaken by the Architectural and Planning Division 


* National Housing Act, 1944, Part I, Section 8, as amended in 1945. 
3 CMHC Memorandum, August 20, 1959. 
4 CMHC Memorandum, October 9, 1959. 
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of CMHC. The projects were found to be substandard, particularly with regard 
to landscaping plans and play areas. In that year, faced with a lack of funds 
and an unsatisfactory program, loan requirements were tightened considerably. 
No more one bedroom units were to be allowed and the average bedroom count 
was to be 2.5. Projects were limited to 100 units, and the equity requirement 
was increased from 10 per cent to 15 per cent to promote increased concern 
in the operating phase of the program.® 

Under this tight policy, no loans were made. When the policy was 
loosened up six months later, applications for 3,500 units poured in. 

In the next several years, however, concern with the quality of the pro- 
gram output continued:® 


It would seem that the profit motive cannot be in harmony with housing 
of the lower income group. Some intend to produce a well-built project 
with a minimum equity and to keep interim financing in anticipation 
that private refinancing can be arranged. Others produce a project with 
a minimum equity, minimum financing costs, minimum specifications, 
and minimum operating expenses to realize a quick profit and then 
hope that the Corporation will take over the property. 


These last words came home to haunt the Corporation. In 1962 and 
1963, a substantial number of projects were taken back, particularly in the 
Montreal area. All of these were in default and the Corporation voluntarily 
purchased them rather than go through the prolonged procedures required 
under Quebec law to foreclose on the mortgages. The repossessions can be 
explained partly by a soft rental market and partly by the inexperience of the 
owners who lacked proper management expertise. Another important aspect 
was lack of capitalization and the use of corporate shells by individuals who 
mortgaged out, took a large building profit, and then were prepared to walk 
away from the project. 

As a result of this experience, the Corporation virtually shut down the 
entrepreneurial full recovery program. Only limited funds were made available, 
and despite increased construction and operating costs, required rental levels 
were frozen. The result was that projects were completely unprofitable. Loan 
requirements once again became exceedingly stringent. In 1965, the Advisory 
Group suggested that the program be dropped completely and that increased 
reliance be placed on non-profit housing. 

The report stated:7 


Private developers should not be involved in the role of landlord within 
a system of controls upon rents, incomes and profits. 


It is recommended that 100 per cent loans be made to non-profit groups, 
with grants of up to 10 per cent of capital cost, to match owner’s equity or 
Provincial grants. The difficulty of developing and educating non-profit organi- 


5 Memorandum, President to Minister, April 5, 1960. 
8 CMHC Memorandum, August 28, 1961. 
" Advisory Group Report, November 12, 1965, p. 15. 
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zations was recognized; grants, direct consultation and technical aid from 
CMHC were to be made to meet these needs in an organization’s carly years.® 

No action was taken by the government on either the suggestion that the 
entrepreneurial program be abandoned or that the non-profit program be 
assisted and expanded. 

The Corporation, however, retained its confidence in the desirability 
of the provision of low rental projects by non-profit organizations. It therefore 
recommended the addition of the then section 16A to the Act, permitting the 
making of loans specifically to non-profit corporations. During the period from 
1965-1967, only four loans were made to entrepreneurs while 201 loans were 
made to non-profit organizations. There was considerable sympathy for non- 
profit groups and a growing feeling that the controls placed on private entre- 
preneurs would not be necessary in dealing with non-profit organizations; there 
was no particular need for a proven end cost statement (rather than a certified 
balance sheet), for verification of income ranges within the project, or for 
physical inspections of hostel accommodation.” 


I can recall a short time ago, one of these companies asking “is hon- 
esty and integrity confined to CMHC?” Surely it isn’t and if a group 
of citizens or municipalities is in need for such housing and is prepared 
to work for it, it would assist by trusting them further to operate under 
the general intent of the Act without onerous administrative require- 
ments. 


In 1967, housing costs were rapidly increasing — the supply of rental 
accommodation was becoming tight as a result of the constriction of the money 
supply in 1966, the Corporation again became concerned with finding addi- 
tional ways to provide housing for low and moderate income families. The 1965 
proposals to extend non-profit housing were brought forward once more.'° 


Section 16A in its present form has existed now for some two and 
one-half years. While good results have been achieved in projects for 
senior citizens and some projects for special groups of persons, no 
significant interest has been exhibited concerning projects for low or 
moderate income families. If any real interest had been displayed by 
anyone anywhere, we would easily have adapted to the situation and 
fostered the spark of local interest concerning any worthwhile project 
into the eventual realization of acceptable housing. Since this has not 
occurred. we conclude that some changes and innovations are now 
required. 


In order to make section 16A more attractive to non-profit sponsors, 
it was proposed that the Corporation make loans to 100 per cent of the lending 
value (as established by the Corporation) with the reduction of up to 10 per 
cent in the amount repayable as a capital grant or grants from provincial, 
municipal or other sources. It was also suggested that no specific income limits 
be imposed for entry or continued occupancy. Since it was felt that non-profit 
8 Ibid., p. 25. 


9 CMHC Memorandum, February 3, 1966. 
10 CMHC Memorandum, February 16, 1967. 
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corporations were not motivated by the same considerations as other borrowers 
for rental projects, they could be allowed greater latitude in the management 
of the projects to achieve the basic aim of the legislation and their own objec- 
tives. It was suggested that the non-profit corporations simply be required to 
reserve the housing for those families receiving an income which did not permit 
them to rent housing in an area adequate for their needs and to give as much 
priority as possible for low income families. 

The Corporation proceeded to recommend legislation along these lines, 
but it was once again rejected by the Cabinet. The Minister, however, was 
concerned about the housing of moderate income families. In the preceding 
several years, he had made several public statements to that effect. In response 
to ministerial concern, the Corporation turned once again to entrepreneurs to 
provide housing under section 15 with a limited return on profits. 

The section was amended to increase the lending ratio from 90 to 95 
per cent of the value of the building, and the limitation of a 5 per cent return 
on investment was removed. The developer was no longer required to prove 
the end cost of his building, and was entitled to a loan for the appraised value 
rather than its true cost. And the loan could be paid in full after 15 years, 
releasing the developer from the control on rents at that time, rather than look- 
ing him in for the 50 year life of the loan. 

Before making the change, the Corporation canvassed the opinions of 
its Loans and Appraisal Divisions. 

One member of the Loans Division pointed out that:1! 


Section 15 has been dormant for the past few years and to activate, 
especially for entrepreneurs, would require a much more attractive 
proposition for investors than in the past. Entrepreneurs are not in- 
terested in the social aspects of community and municipalities feel they 
have no social obligations to families who do not require subsidization 
in one form or another. 


He therefore recommended, inter alia, that the maximum size limitation 
of 100 units and the requirement of an average bedroom count of not less than 
2.5 (which had been reimposed when program requirements were tightened) 
be dropped. 

A later memorandum to the president followed this theme and further 
recommended that:!” 


We should be prepared to accept any project under section 15, at any 
moment of time, which we would be prepared to accept on an insured 
basis under Part I; i.e. if the market would support the project at 
economic rentals, we can assume it can support that which is below 
economic rates. The effect is that there will be no arbitrary limits on 
bedroom count, project size, etc., nor will physical limitations on the 
quality of the project to be required. (It will be necessary, however, to 
assess) the capability of the employees of the borrower not only to 
construct a project of good quality but to administer it efficiently .. . 


11 CMHC Memorandum, October 19, 1967. 
12 CMHC Memoranduin, November 3, 1967. 
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Acceptable borrowers will be only those who can demonstrate current 
experience in the administration of substantial rental housing projects, 
i.e. no more fur merchants. 


The Corporation had clearly shifted its concern from the social aspects 
of section 15 housing to the position that the market should be relied upon to 
produce housing at rentals slightly below — usually $20 to $25 per month 
below — the existing market rate. The Corporation would not be concerned 
with the form or management of the housing, beyond its normal consideration 
on a market loan. Little attention was given to the long-run or mid-term ad- 
vantages of controlled rents, and the main thrust was to immediately provide 
private rental accommodation at slightly below market rates. 

As result of the legislative and policy changes, program activity has 
increased sharply. From no starts in 1967, it moved to 19 loans for 1,956 units 
in 1968; 67 loans for 1,364 units in 1969; and 148 loans for 19,440 units in 
1970. The loan amounts have increased over that three-year period; $22,950,- 
000 to $89,474,000 to $241,518,000. 

Some of the history of the section 15 program can be drawn from 
Chart 1 which depicts the funding of the public housing, entrepreneurial and 
non-profit programs. 

Until the introduction of the section 43 lending provisions, output under 
the entrepreneurial program was consistently higher than for public housing. 
Unlike public housing, it has been used as a way of quickly increasing housing 
starts and pumping money back into the economy, in both 1957-58 and 1969- 
70. Despite CMHC’s apparent preference for non-profit groups as producers 
and operators of social housing, the overriding goal is still the total number of 
starts as can be seen from a comparison of the funding of entrepreneurs and 
non-profits in 1969 and 1970. 


Planning for Entrepreneurial Housing 


As in the case of public housing, no attempt is made to determine the 
extent of the need for full recovery entrepreneurial housing in any particular 
province or city. The budget merely responds to demand. The branch officers 
canvass in their areas to determine the likely demand for funds. Because of 
the pressure for funding of other programs, and the restraints on the total 
CMHC budget, the Corporation makes little attempt to induce increased pro- 
duction of such units, except at times when additional starts are desired (as was 
the case in 1970). 

Applications are thoroughly reviewed at the branch level, both by loan 
officers and by branch architects. Head Office continues to have approval 
authority. For five months at the end of 1970, however, these normal procedures 
were suspended and the loan approval process was decentralized to the branch 
level, permitting the branch officers to commit section 15 loans upon 72 hours 
notice to Head Office. The decentralization of authority coincided with the 
concern in 1970 to obtain the necessary number of starts, and was seen as a 
mechanism to speed up the processing of proposals, and therefore, of starts. 
In 1971, Head Office control was reinstated. 
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CHART 1 
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One of the results of the 1970 decentralization was a tendency for 
developers to apply pressure for approval of a project at Head Office when the 
project had been rejected by branch technical staff. In an attempt to dispel 
the aura of branch office favouritism in decisions, and to obtain a broader range 
of projects from which to choose, the Ontario Regional Office instituted a 
proposal call system in Toronto in 1970. A citizen jury was to be responsible 
for selecting projects. Regional officials felt that this technique would go a long 
way toward securing the best competitive price for a project, after an indepen- 
dent judgement of the desirability of the location and project amenities. 

Like the sites provided by builders for public housing under the proposal 
call technique, limited return project locations are frequently marginal. Ap- 
praisal data indicate that lending values on land for section 15 entrepreneurial 
housing units are frequently one-quarter to one-third less than those for NHA 
private market units. 


Table 1 


COMPARISON OF LAND COSTS PER UNIT, 
SECTION 7, SECTION 58, SECTION 15 (ENTREPRENEURIAL) 


No. of Section No. of: Sections 
Location Projects Form 15: Projects Form 7 and 58 
Montreal’ esc wae gees cant ps Row $1,100 5 Row $1,550 
9 W.U. = $1,300 69 W.U. =‘ $1,300 
9 B.A. $1,340 16 E.A. $1,550 
Oltawars nine pace a Seream ae ae 2 Row $2,360 9 Row $2,617 
3 E.A. $1,590 15 E.A. $1,602 
POLOMLOsas aren iceciee eee eons 1 Row $3,163 4 Row $6,322 
Zh E.A. $2,350 44 B.A. $3,812 
PA ATMMCOM 33 Sia) steve a ne woes ed 4 E.A. $1,350 6 E.A. $1,621 
Sucbulyvin adic «nde asieanmonene ¢ 2 Row $2,100 ae | Row $3,227 
Winnipee.. ect Oc tr aap 6 W.U. $1,300 26 W.U. § 886 
Edimontones < cater hikes swear “i Row $1,770 8 Row $3,316 
Calgary cas-ieiah a. wee es 8 Row $2,050 3 Row $2,596 
E.A. — Elevatored Apartment W.U. — Walk-Up 


Source: Appraisal Division, CMHC, October 1971. 


Cheaper land is poorer land. In Vancouver, for example, one site that 
was accepted under the program had twice previously been rejected for rezon- 
ing. In another case, a section 15 project was located near an oil refinery and 
distant from public transportation. Similarly, one of Edmonton’s 1970 projects 
was located on the extreme west fringe of the City, in an area where community 
facilities, including schools, were not yet available. In this case, the developer 
indicated that he considered the site a desirable one and had simply brought 
the land on to the market a year or two early by building under section 15. Of 
Winnipeg projects in 1970, the closest to the downtown area was 412 miles 
away and two others were 7 and 82 miles away, respectively. While four 
satisfactory projects were accepted under last year’s proposal call in Toronto, 
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almost all the remaining proposals were on unsatisfactory sites. Several were 
in remote parts of the Borough of Scarborough, one was immediately ad- 
jacent to a railway line, and another overlooked the extension of Highway 
400. (The maps located inside of back cover illustrate those fringe loca- 
tions.) 

It is not as though federal officials were ignorant of the existence of the 
problem. The instructions issued to CMHC appraiscrs immediately after the 
legislative amendments in 1968 and 1969 point out: 


For a variety of reasons, among them land cost, L.D. and N.P. sites are 
frequently found to be on the periphery of a town or city, or in a neigh- 
bourhood where objectionable features tend to preclude use of the prop- 
erty for normal residential development. The latter locations are often 
characterized by proximity to heavy or obnoxious industrial areas, 
railway tracks, run-down residential districts or other undesirable 
attributes. Peripheral sites, on the other hand, may suffer from none 
of these drawbacks, but may nevertheless be equally undesirable for 
the intended purpose. As a general rule, the greater the distance from 
the urban core, the more importance is attached to the problem of 
transportation. In many cases, public transit systems do not operate, 
or only occasionally operate to such locations and often at higher or 
multi-zone fares. Dependence on the private automobile becomes 
paramount. Ironically, therefore, the same circumstance of distance 
which makes cheaper land available may, through the inadequacy of 
transportation facilities render the site impractical. There is no 
economic advantage in achieving cheaper rents and then having this 
advantage nullified by adding to the financial burden of the low-income 
tenant through excessive transportation costs.!" 


Better sites are not forthcoming because the developers, who have as- 
sembled those sites, are unwilling to sell them without making a substantial 
profit. In order to ensure that rents remain some $20 to $25 below market, 
CMHC must restrict the lending value of the projects. Since the lending value 
is lower, the builder only uses cheaper land and saves his better land for the 
construction of luxury units. CMHC acknowledgement and acceptance of the 
existence of such marginal locations as a fact of life is a further reflection of 
the complete reliance on the private market for the provision of housing. 

The capital cost of limited return projects, as exhibited by the loan 
amounts and lending values, may be substantially lower than the cost under 
public housing. To the extent that this is the case, it largely reflects: 

1. The ability of the limited return builder to use non-union labour; 


2. The fact that a bond is not required under section 15, although it is 
for public housing; 

3. The less stringent inspections under section 15 as the property will 
not be publicly owned; 


183 CMHC Memorandum. 
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4. The use of better materials in public housing, which is required to 
provide durable projects which will stand up under hard wear; 

5. Frequently a lower bedroom count; 

6. The opportunities for further profits under section 15 by reason of 
continued ownership and operation, allowing for management fees 
and depreciation write-off against other income. 

With a concern focused solely on the matter of reduced costs, CMHC 

has been promoting the use of section 15 projects — together with a section 44 
leasing agreement to subsidize operating losses —in an attempt to accom- 
modate public housing tenants. To date, the response by the builders has been 
lukewarm. 

An examination of several of the limited dividend projects suggests 
that unit design has been substantially upgraded since the 1956 to 1963 period. 
This reflects the presence of larger, more responsible builders in the field whose 
standard designs are better than they were ten years ago. Project amenities, 
however, have barely improved. Landscaping plans are vague, and the final 
landscaping of the project often leaves much to be desired. Builders respond 
to such complaints by pointing once again to the lending limits effectively 
imposed on them in order to hold down the rental levels. Similarly, concern 
regarding the absence of day care and other community facilities is met by 
reference to the problems imposed by cost limitations. 

The 1967 documents supporting the policy shift to resumption of the 
entrepreneurial program suggested that there should be no artificial restraints 
on bedroom counts, project sizes, etc. One legal restraint which, however, 
remained was the definition of low rental housing projects as housing for 
families of low income. In the discussion of need, we observed that the most 
pressing need among families is among those requiring larger units. Private 
builders prefer not to serve that group — as can be seen by the unconstrained 
program performance. In 1970, the last year for which comprehensive data 
were available and the one year accounting for one-third of total approvals, 
45 per cent of all units produced were in elevator apartments, 31 per cent were 
in walk-ups and only 23 per cent were in row housing. Row housing is generally 
considered to be the most suitable of the three forms for family use. Similarly, 
in that year only 40 per cent of units had three or more bedrooms, again 
showing the limited program output for families with the greatest need. The 
average bedroom count for all projects was 2.0. 

Table 2 demonstrates the dramatic shift from row to high-rise apart- 
ments which occurred from 1968 to 1970, under pressure of rising costs. The 
impact was most heavily felt in cities with high land costs. Table 3 depicts the 
related movement towards smaller sized units. The conclusion is clear. A sub- 
stantial proportion of the units produced, probably more than half, are not 
satisfactory family housing units. 

There also appear to be some problems with project densities. This is 
not the case in every part of the country. But in the Prairies and British Colum- 
bia there are a number of row housing projects in which the sites are heavily 
packed and quite crowded. 
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Table 2 


PERCENTAGE DISTRIBUTION OF SECTION 15 
ENTREPRENEURIAL UNITS 
BY TYPE — 1968 - 1970 


Row Apt. (W.U.) Apt. (Elev.) Other 
INadOnal! 1968.54.23 vss 67 ys 12 6) 
BSN a gee eee ee 31 46 20 1 
DS een ty eaters 23 31 45 2 
OE TIteY § VOTO fete a & ie es 1 15 84 
Halifax ON ie od Siac Like 100 
pacmbedt >? 1970.0. seen e 100 
VAMC ka apts c kn VIS 52 30 17 
PR SORCGIV Yop ats be Seago s 86 14 
RIMCONIV OD ey vcs a bales 100 


Source: CMHC Loan Approval Files. 


Table 3 


PERCENTAGE DISTRIBUTION OF SECTION 15 
ENTREPRENEURIAL UNITS BY BEDROOM COUNT — 1968 - 1970 


B | 2 3 4 

isatvional 1968 ..40.<<.. D7 5.0 Ses 54.4 8.7 

LOO, ihe o.7 16.4 36.0 36.4 DENG 

OV OMENS has it 1233 45.2 awh a! B85 

moronto 1970... 0a 255 28.0 $52 EP hy 
Halifax PT ee Mee 3370 67.0 

maontreal 1970. ....... 1277 25.8 31.8 Pf 9? fa 

Winniper 1970,..5.... 16.1 Sh), 3) 43.0 5.4 

Edmonton 1970........ 1.4 36.5 54.7 le 
Vancouver 1970........ 49.5 50.5 


Source: CMHC Loan Approval Files. 


Building Entrepreneurial Housing 


The changes in the limited return program, effected in the late 1960’s, 
have accomplished their objective of bringing large, professional builders with 
management expertise back into the program. In the Prairie provinces, in 
British Columbia, and in the Maritimes it is the largest builders who are taking 
advantage of the program. Many of them have an annual output of more than 
300 units, making them the largest builders in their regions. 

In Ontario, the largest builders have stayed out of the program. They 
have large stocks of rental dwellings and see the provision of low rental accom- 
modation (in return for a limited profit) as weakening the market for their 
existing projects. The smaller, less well established builders who are producing 
under Section 15 may, therefore, lack the desired level of managerial experience 
and confidence. Of nineteen loans made in the City of Toronto last year, 
eighteen were made to different companies — of which only one appears to 
be a major builder. While a number of them hold fair-sized housing portfolios, 
it is clear that management expertise is not a matter of prime concern in the 
decision to lend to them. 
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In Montreal, only two of twenty-three loans made over the last two 
years went to the same company, and those were only for a total of 120 units. 
It is possible that by going behind the corporate facade one would find that 
‘ndividuals associated with large building companies are present. The entire 
Montreal residential construction industry, however, is a confusing one and 
there appear to be very few companies constructing and retaining large port- 
folios of rental accommodation. The same level of property management ex- 
pertise found in the city of Toronto does not appear to be present. 


Increased reliance on the proposal call technique to stimulate section 15 
activity has also resulted in a decreased concern for management and adminis- 
trative capability — a concern that was stressed when the changes to stimulate 
activity under the program were originally made. Now juries are not told the 
names of the proponents nor given an indication of their administrative capabili- 
ty. Decisions are taken on the basis of the physical adequacy of the project 
alone. 


There are several reasons for the increased interest of builders in the 
program. It was frankly stated by participating builders and local CMHC offi- 
cials that no entrepreneur would go into a section 15 project with its limited 
returns if he had to invest any of his own capital.!* Mortgaging out is common. 
It is not unusual for builders who are confronted with unexpected costs during 
the course of construction to return and seek increased lending amounts and, 
therefore, increased rentals. 


If a project is well located and well built, it is assured of almost com- 
plete occupancy; risks are quite limited. Vacancy rates and turnover ratios are 
low. That is virtually guaranteed, since there are no new buildings of compa- 
rable quality available at the reduced section 15 rental. The limited risk has the 
further advantage of making the builder’s notional investment a very liquid 
one, as he would have little difficulty selling the building where the purchaser 
can be certain of such complete occupancy. 


While the loans are set in such a way that the profit on the notional 
investment in a building is limited to some 5 per cent to 10 per cent, a further 
substantial profit is made where the lending value ascribed to the land is in 
excess of the cost to the builder. This allows some of the larger builders who 
have land banks to market sites more quickly and to make use of those which 
are marginal and might not otherwise be suited for private market rentals. As 
we noted above, some builders specialize in optioning difficult (read: marginal) 
sites, and in having them rezoned for limited dividend use. 


Where the builder has his own staff engaged in project planning and 
development, he can make further profits. For instance, included in the mort- 


14 A builder mortgages out when he builds for the amount of the loan and has no 
equity in the building itself. The NHA permits section 15 loans of up to 95 
per cent of the lending value of the building. In the past, lending value was based 
on proven end cost for L.D. projects. With the 1969 changes it is based on 
appraised value. Today, if the borrower can build for 95 per cent of market value 
he need have no investment in the building. If he can build for less than 95 
per cent, he makes a profit on the construction. 
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gage amount will be the normal cost of architects’ and engineers’ fees, etc., 
which may well exceed the internal cost of these items to the builder. 

Profits in excess of 5 per cent to 10 per cent are ensured by the tax 
shelter provided by the capital cost allowance provisions of the Income Tax 
Act. In their early years, section 15 projects (as is normal for all rental projects) 
show a tax loss, which can be written off against the income from other rental 
buildings. There are also substantial profits to be made in the management of 
the building. Management fees ranging from 4 per cent to 5.75 per cent are 
permitted. Where a builder is operating on a fairly large scale (i.e. in excess of 
some 400 units under management) the fees provide a profit in the range of 
25 per cent to 30 per cent. 

In periods of tight money with high interest rates (as was the case in 
1970) many builders find that they cannot build new units for rent at a profit. 
This makes the lower return of profits under section 15 relatively more attrac- 
tive. Many of the firms building under the program are growing rapidly and 
have taken on substantial executive and management staff, although most of 
them do not have a large construction staff. This has, however, meant an 
increased overhead. The builder must then continue to build in order to write 
that overhead off against individual projects. This creates increased pressure 
to find additional funds in times of tight money; section 15 frequently assists 
the builder to maintain construction levels. 

A number of builders have said that the possibility of paying off the 
mortgage and freeing the project from controlled rents at the end of fifteen 
years was an advantage. But this did not appear to be a major consideration. 
Against the advantage of being able to charge market rents for a fifteen year 
old building the builder would have to weigh the increased payments on a new 
mortgage for a shorter term with higher interest rates, and the need to find new 
tenants with the risk of vacancies. 

Several of the larger builders, particularly the ones that were public 
companies, pointed to an interest in expanding and diversifying their portfolios, 
both for purposes of borrowing and for attracting shareholders. There also 
appears to be an element of public relations involved. In some cases, builders 
apparently feel it improves their image to be providing low rental housing. A 
number were familiar with the American experience, where there was a sharp 
increase in governmentally sponsored and subsidized low cost housing; ap- 
parently they expect a similar situation to arise in Canada and want to be in 
on the ground floor. 

It would be reasonable, then, to expect that the larger builders with 
substantial portfolios of rental properties will retain their existing projects and 
continue to participate in the program. This will probably be particularly true 
in times of scarce money or if the builder considers the upper income market 
to be over-sold or over-built. There does, however, appear to be some suspicion 
— particularly concerning projects in Toronto and Montreal — that builders 
in the last year were using the program simply to stay afloat, marketing land 
and paying for overhead, without a view to the longer term aspects of the pro- 
gram. A close look must be taken at recent projects in these two cities to 
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determine whether there is a substantial risk that the projects will not be 
properly managed and maintained and the builders will attempt to unload the 
projects either to private purchasers or to CMHC. 


Operating Entrepreneurial Housing 


As of 1970, average incomes in some 7,000 units surveyed by CMHC 
were $5,982. This average was biased downward by a preponderance of units 
(some 70 per cent) built before 1965. Average income in the units built in the 
last three years was $6,551. 80 per cent of households were in the $4,000 to 
$7,000 range. These figures reveal that even without operating subsidies, a 
full recovery program, with the advantage of fixed costs and rising incomes, 
can serve the upper half of those housed in public housing. 

Family units built in major centres in the last year were intended to 
serve households with incomes from $5,000 to $8,000 on entry, although 
tenants could stay on if incomes rose by up to (approximately) $2,000. Incomes 
in projects built in the 1970's will be substantially higher than those shown 
in the 1970 survey. 


Table 4 


AVERAGE MAXIMUM INCOMING AND OUTGOING INCOMES 
_. SECTION 15, ENTREPRENEURIAL PROJECTS — 1971 


Number 
of 
City Projects Bachelor 1 Bedroom 2 Bedroom 3 Bedroom 
Edmonton...... (8) — 4810/5910 5723/7675 6383/8802 
Winnipeg. ac. 40. (8) — 4783/6635 5531/7672 6000/8380 
Plat ag ete (1) — 5690/8267 6990/9784 7140/9825 
WanieOuvelta i. an (1) — 5360/7397 7040/9716 7840/10819 
TOLOMOn. sven oe (15) 4300/5934 5608/7669 6239/8612 7118/9821 
Montreal. i)... a: (6) 3420/5824 4930/7173 5727/7989 6400/8920 


SouRCE: Policy Planning Division, CMHC. 


Until 1965, tenant income was checked annually. Since then a check 
has been required once every three years. Unlike the public housing scale, in 
which the rent is geared to income, the rent remains the same regardless of 
income in section 15 projects. 

The operating agreement requires the housing company to obtain 
income declarations from all tenants and to make these available to CMHC. 
Research in several branches revealed, however, that the branches do not 
require that the income declarations be transmitted to them, but are instead 
prepared to simply accept the assurance of the developer with regard to the 
income levels of these tenants. When Head Office requested information for a 
survey on tenants’ income characteristics under the program, a number of 
branches were unable to respond. One pointed out that the company’s records 
were not in any particular order and that there was no control system for current 
tenants. 
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The branch offices are empowered to grant increases in rents upon 
request. These are intended to cover increased operating costs and taxes. In 
some centres, however, the practice of asking for rent increases prior to project 
completion has developed. Estimated rents are set low in the application form 
and, after construction is in process, the borrower requests an increase on the 
grounds of unexpected costs. In several cases developers have been successful 
in such applications, particularly in Toronto. This again has the effect of raising 
the income level served by the project. 

The general instructions regarding the operation of section 15 permit 
the temporary or permanent waiving of income ceilings where the developer 
is unable to rent out the project within the income limits. This practice is not 
in keeping with the Corporation’s position that entrepreneurial projects are 
simply private market operations with lower interest rates. A private builder 
expects in the initial period to have some vacancies and cannot expect his 
building to be filled immediately. His profit in the first year may be limited, 
or he may even operate at a loss. By contrast, the Corporation practice in effect 
guarantees immediate occupancy to the builder. 

The situation may be compounded by “creaming” by the builder. 
Apparently, he need only show substantial vacancies in order to get the income 
limits lifted. Often, these vacancies may be his own doing, e.g., he may refuse 
to accept welfare recipients or large families as tenants. This appears to be the 
Case in several western cities where income limits have been lifted. 

CMHC’s general instructions stipulate that units are intended primarily 
for families, but operating agreements do not require that the family include 
children. The Corporation, therefore, takes no action if units are allocated to 
childless married couples. In a number of projects, this appeared to be the 
practice even where units had as many as three bedrooms. 

The degree of under-utilization of units is shocking: 40 per cent of one 
bedroom units in this family housing program are occupied by only one person; 
80 per cent of two-bedroom units had three persons or less, i.e. had only one 
child at most in the second bedroom; 38 per cent had two persons only, i.e. one 
bedroom was empty; 65 per cent of three-bedroom units had four persons or 
less, i.e. two-thirds of all three-bedroom units were occupied by, at most, four- 
person families, with each child having its own bedroom; 26 per cent of three- 
bedroom units were occupied by families of three or less persons, i.e. the family 
had at least one spare bedroom; 28 per cent of four bedroom units had four 
persons or less. 

The general instructions require that an annual check be made on the 
maintenance of the project. Presumably, this is intended to ensure that the 
Corporation’s security is protected. No concern is shown in the instructions, 
however, for the way in which the project is managed. The Corporation appar- 
ently feels that this is not a proper subject for public concern but is a question 
of private landlord and tenant relations. 

Interviews conducted with tenants, developers, and CMHC personnel, 
reveal some cases of harsh and discriminatory management practices. The 
general instructions state that the intent of each operating agreement is that 
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tenants are to receive leases. But the operating agreements do not specify a 
prescribed lease form, and month to month leases are expressly found to be 
acceptable. 

Rules and regulations greatly restrict tenant activities in some of these 
projects. Exceptional levels of cleanliness are often required. Restrictions on 
such matters as hanging out wash on Sundays, play areas for children, rights 
of more than one parent in the family to work, loitering after midnight, keeping 
of pets, and so on, have been found. A court might refuse to enforce such rules 
and regulations; but the tenant must toe the line as the landlord need not sue 
for breach of tenancy agreement, but can simply give a month’s notice and 
terminate the lease. 

Even where such rules and regulations are not present, some interviewed 
project owners made it clear that tenants who stepped out of line would quickly 
receive notice to vacate. 

In both Vancouver and Edmonton, project owners were strongly 
opposed to the formation of tenants’ associations. One went so far as to express 
the view that an association formed in his building was the result of “com- 
munist agitation”. 

Many of these complaints apparently do not filter through to Head 
Office. The few that do reach the branch usually stop there, as branch officials 
feel powerless to intervene under the existing Head Office instructions. More 
important, low income tenants simply do not complain as they do not expect 
relief and are fearful of eviction. 

In the field of public housing, the federal government has assumed a 
leadership role and has pressed the provinces to provide tenants with a reason- 
able lease to improve project living conditions. The suggested model lease 
attempts to achieve a reasonable balance of landlord-tenant rights and obliga- 
tions. In this case, the federal government should put its own house in order. 
It should make it a pre-condition of section 15 loans that tenants be offered a 
lease for a minimum period of one year, the terms of which are at least as 
favourable as the public housing model. It should also be prepared to fund 
associations of section 15 tenants to ensure that the lease provisions are not 
simply paper rights. 

If the builder no longer wishes to be bound by the loan restrictions, Or 
wishes to sell to a purchaser who is not satisfactory to the Corporation, the 
Corporation cannot prevent such action. The only remedy available to the 
Corporation for breach of agreement is the calling of the loan. If the builder or 
purchaser can refinance the loan, the Corporation gets its money back, the 
builder keeps the buildings, and the rents are no longer controlled. 

This position rests on a legal opinion to the effect that any attempt by 
the Corporation to foreclose would be overridden by the borrower’s rights in 
equity to relief from foreclosure. It is most unlikely that such relief would be 
granted in a case of willful default. The operating agreement should give the 
Corporation a first option to purchase the building, at depreciated book value, 
in case of such default. 

In addition, it should be clear, in those cases where the Corporation 
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does repossess a building, that the section 15 rental levels remain in force. In 
Montreal, the rents charged by CMHC in repossessed buildings have been 
reasonable market rents, but well above the section 15 level. In repossessing 
the projects, the Corporation’s first concern was, once again, its security posi- 
tion, and the social housing aspect of the project became secondary. 


Latitude for Administrative Discretion 


As the section is presently worded, the only legislative requirements 
for the making of a loan are that it be for a low rental housing project, at a rate 
set by regulation, not exceeding 95 per cent of lending value. The loan is to 
be for a period less than fifty years and the borrower agrees to maintain “fair 
and reasonable rents” and not to sell without the consent of the Corporation. 
“Low rental housing project” is defined as a project to be leased to low income 
families or to such other persons as the Corporation, under agreement with the 
owner, designates. (It is interesting to note that “public housing project” is 
similarly defined as a project to be leased to low income families or individuals.) 
The intention is clear that the section be used primarily for family housing. 
This has not prevented the Corporation (perhaps under its power to designate) 
from funding housing for single elderly persons built by non-profits and some- 
times entrepreneurs under the provisions. 

“Family of low income” means a family whose income, in the opinion 
of the Corporation, is inadequate to allow it to rent accommodation adequate 
to its needs at current market rentals in the area in which it lives. The legislation 
has thus left to the Corporation the question of the clientele to be served by the 
program. In its early years, the program was competitive with public housing, 
serving almost the same income group. Today, however, there is a sizeable gap 
between the two groups, at least in the newer section 15 projects. 

In addition to latitude in the matter of clientele to be served, the legisla- 
tion defines eligible borrowers as “any person”. It is up to the administering 
agency to decide which developers or non-profit groups should be given priority 
(and indeed the mix between entrepreneurs and non-profit groups). Also left 
to CMHC discretion are the questions of the terms of the agreement with the 
borrower. The length of time for control of rent, the nature of the tenant selec- 
tion process, the issue of leases, tenants’ security and fair management practices, 
are not mentioned in the legislation. In all of these areas — noted above as 
being problems with the program — CMHC is left with a free hand to develop 
the necessary regulations. 


Summary and Program Recommendations 


In 1965, the Advisory Group of Central Mortgage and Housing Corpo- 
ration, in a review of the National Housing Act legislation, recommended that 
the then section 16 limited return entrepreneurial housing program be elim- 
inated. The report of the Advisory Group demonstrated a clear understanding 
that private landlords were unsuitable managers for low income, limited return 
housing. Experience with the program in the late 1950’s and early 1960’s 
included: poor locations; lack of amenities; poor design and construction; 
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small, non-family units; poor maintenance and project management, and high- 
grading in tenant selection (selecting only small, non-problem families likely to 
present few difficulties). The recommendations were not acted upon. 

In 1968, the Corporation attempted to revitalize the program. It was 
hoped that with a shorter lock-in period on rents and a selection of more capable 
builders in the first instance, the defects observed earlier could be avoided. The 
findings of this study substantiate the 1965 position and indicate that the 
familiar problems with location, amenities, unit type and size, tenant selection, 
and management practices have recurred. This report therefore recommends 
that full recovery entrepreneurial housing be phased out. 

In the short run, however, the program may still prove useful. This 
report suggests that — in a reversal of the traditional policy — the entrepre- 
neurial program be accorded a residual role. In the early years of a non-profit 
housing thrust, the non-profit institutions and groups and the municipalities 
may be unable to mount a sufficient effort to reach the quantitative housing 
goals set out in this report. The residue might well be provided by entrepreneurs. 

In view of the largely unsatisfactory results of the program to date, 
several precautions would have to be taken to ensure that the failings of the 
present program were not repeated: 


(1) The legislation should be amended (as suggested in the public housing 
section) to require that projects be reasonably located with respect to 
community facilities, transportation and employment. 


(2) Administrative regulations must require suitable amenities, site plan- 
ning, and design. 

(3) An increased emphasis must be placed on the provision of larger, low- 
rise family units. 


(4) Income limits and utilization of family units must be policed more 
closely. ; 


(5) Loans should be conditional on the tenants being offered a lease, for 
a minimum period of one year, the terms of which are at least as favour- 
able as those in the public housing lease. Allowance should be made in 
the loan amount for the cost of training competent, socially-oriented 
housing managers. Tenants’ associations should be encouraged and 
funded. 


(6) Since the advantages of a rental lock-in (when matched with incomes) 
does not evidence itself until between the eighth and tenth years of 
operation, the terms of the lock-in should be extended to 25 from the 
present 15 years. 

It is possible that the additional conditions for funding may result in 
a reduction in entrepreneurial participation in the section 15 program. Such a 
reduction would not be out of keeping with a residual role for the profit-oriented 
private sector in the provision of low income housing. But perhaps more impor- 
tant, is the fact that the housing that is built under the more stringent regulations 
will be housing that is far more desirable in: planning, design and location 
terms; management practices; and the income groups served. 
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Once the non-profit sector has mobilized sufficiently and is responsible 
for a major portion of the annual social housing production, little justification 
remains for retaining the full recovery entrepreneurial housing program. Apart 
from an ability to provide housing immediately (if the builders participate in 
the program), the lock-in on rental levels for a period of years means that 
housing that today reaches the lower middle income may, in a decade, be priced 
for low and moderate income families. Once non-profit housing gets fully under- 
way, the advantage of fairly constant rents over a long period is more efficiently 
provided by the non-profits, who will continue (after the expiration of the 
present 15-year rental agreement for section 15 entrepreneurial housing) to 
operate their projects on a stable rent, no profit basis. There is the further 
long-term advantage that, at the end of the mortgage term, the project will be 
paid for in full (out of the tenants’ rents) and will still be available as low income 
housing, with no mortgage payments and even lower rentals. 


Full Recovery Housing: The Non-Profit Story 


Federal officials have had a longstanding sympathy for the non-profit 
program. Non-profit housing was built primarily for the elderly; a group viewed 
as the deserving poor, obviously needing help. Service clubs, doing their civic 
good works, became the channel for that assistance. The non-profit program 
was an administrative pleasure. It brought none of the political problems which 
surround public housing. The elderly are acquiescent and do not organize to 
make demands; they can be accommodated in lower cost high density, high-rise 
towers; additional facilities required are relatively inexpensive and easily 
installed. 

Yet funding of non-profit corporations has been minimal when com- 
pared to public housing and, in 1970, to entrepreneurial low rental. More than 
half the funds have gone to Quebec, which has built more than 4,000 units and 
14,000 hostel beds. British Columbia also makes extensive use of the program 
and gives a capital grant of one-third of the capital cost to non-profit corpora- 
tions to bring costs and therefore rents down. 

Manitoba has also made use of the program but in most other provinces, 
the non-profits are being forced out, as the provinces build public housing for 
the elderly. The provinces prefer using the public housing program because 
operating losses are shared with the federal government; the NHA does not 
permit the federal government to subsidize non-profits. The public housing 
units have rents more within the capacity of the elderly to pay since a greater 
Subsidy is attached to each unit. One result of the increased use of public 
housing with its cheaper rentals has been pressure from elderly tenants on the 
non-profits to reduce their rents. With higher mortgage payments, few capital 
grants, and no operating subsidies, they are unable to do so. 


1 From 1944 to 1964, non-profit housing was built by municipalities, service clubs 
and others, under the limited dividend provisions of the NHA. In 1964, the 
legislation was changed adding a sub-section to deal separately with non-profit 
corporations. In 1969, when the entrepreneurial low rental housing program was 
reinstated, the sections were again merged. 
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In the past several years, non-profit organizations have extended the 
program to serve groups other than the elderly. Some half dozen loans have 
been made to Indian bands (guaranteed by the Department of Indian and 
Northern Affairs) to provide housing for their members; the YMCA has, with 
some difficulty, secured loans for housing for young single women; and several 
other organizations have obtained funding to house older single men, in the 
45 to 65 group. 

The difficulties of non-profit organizations in obtaining funding for 
housing for non-elderly unattached individuals, particularly young people, 
makes a curious contrast with another non-profit housing program. In 1960, 
the NHA was amended to permit loans to universities, at preferred rates, for 
the production of student housing. Over the past decade more than $425 million 
was loaned for the production or acquisition of 6,000 housing units and 68,000 
hostel beds. No restriction was placed on the incomes of potential residents. 
The housing could only be occupied by students. Most of the units were occu- 
pied by students from middle class families. 

In 1969 the Hellyer Task Force noted than an unreasonably large 
proportion of public funds were going into student housing. It also expressed a 
preference for policies which would permit students to have a range of choice 
in where they lived while attending university, rather than having to live in 
on-campus residences. In 1970, funding of the program was cut in half. 

A few non-profit institutions have begun to concern themselves with 
family housing problems. Somewhat more sophisticated than the traditional 
service clubs who built elderly persons’ housing, they include: the Bishop 
Cridge Centre for the Family, which is building a family project on low cost 
land which it owns in Victoria, B.C.; Action Line, a non-profit corporation of 
public spirited citizens which has built a small project in Vancouver; Central 
Neighbourhood House, an organization which runs a community centre in the 
Don District of downtown Toronto and is buying a small number of existing 
units and renovating them for rental to area residents; the Roman Catholic 
Church in Kingston, which is planning the construction of a low rental project 
on church land in conjunction with a local real estate firm; the Social Housing 
Association of Cape Breton, a group established by the Extension Department 
of Saint Francis Xavier University, local welfare officers, the local Diocesan 
Family Services Organization and area residents, that has an ongoing program 
of purchase and rehabilitation of existing housing in Sydney, N.S. 

Also entering the non-profit arena are the self-help community groups, 
frequently core arca residents who join together to try to improve their living 
conditions. In some instances, their major concern has been the upgrading of 
housing in the area; in others, they have purchased existing units with preferred 
loans to provide reasonably priced accommodation for themselves. Examples 
are: the Gastown Residents Association, a Vancouver group of single men 
who planned the renovation of two hostels to provide themselves with decent 
housing; the Kinew Corporation, a native organization which bought and 
renovated existing single family housing in Winnipeg for the use of its members; 
the People’s Committee, a Winnipeg neighbourhood group which bought from 
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the city a small apartment building slated for demolition and moved it onto a 
vacant site in their area; ForWard Nine, a group seeking funds to buy existing 
units in the beaches area of Toronto. 

These self-help groups are not greeted as warmly by government 
agencics as the service clubs and institutions. None of the non-profits, however, 
is welcomed with the enthusiasm reserved for builder-developers. The non- 
profits are amateurs. Dealing with them requires patience. Officials, frequently 
with a strong production orientation, sce little point in wasting time with organi- 
zations who cannot produce as cheaply or quickly as the professionals. In the 
case of CMHC, this represents a shift away from views held in the mid °60’s. 

While the service clubs are amateur builders, their members are fre- 
quently professionals, sharing the same attitudes and values as government 
lending personnel. Housing corporation staffs have less rapport in dealing with 
neighbourhood groups. They tend to be composed of low income people who 
view the poor housing in the neighbourhood as only one of many social services 
which are of poor quality or absent altogether. They are much more political 
than their service club counterparts and are likely to pose direct challenges to 
the decision makers and decision processes that result in the undesirable distri- 
bution of goods and services. 

Government lending officers react not only to political activism and 
lack of professional ability, but to what they perceive as a substantial increase 
in the lending risk. They are concerned about the ability of community or 
neighbourhood non-profits to plan, supervise construction, and ultimately 
manage the building. The result is a great reluctance to become involved in 
funding their projects. 

This study recommends, as CMHC policy advisers have for some time, 
that a concerted effort be made to develop the capability of non-profit organiza- 
tions to build and operate low income housing, not only for the elderly but for 
single individuals and low income families as well. The European experience 
demonstrates the viability of using private non-profit housing as an alternative 
to state-provided public housing. Reliance on a large state bureaucracy as the 
sole delivery mechanism is avoided. Interested local citizens and organizations 
can be involved in a community’s housing problems. End costs are frequently 
lower since land and services are often provided at below market rates to assist 
community “good works”. 

It is especially important that assistance be given to local, self-help, 
neighbourhood groups. It is unlikely that these groups will produce a substantial 
volume of new housing when compared with service clubs or institutions, or 
with more broadly based cooperatives. Their emphasis will be on existing units 
located within their neighbourhoods — on improvement, or acquisition to con- 
trol rents, or both. Even here, volume will not be that great. 

These groups have learned (particularly from their experience with 
urban renewal) that if they do not help themselves, no one clse will do it 
adequately. And the financial costs of a self-help program are minimal. If a 
self-help, non-profit program is not available, then a public housing or institu- 
tional non-profit program will have to provide the housing. But neither of these 
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carry the satisfaction that comes with doing the job alone, rather than relying 
entirely on state or institutional help. Neither can create the same sense of 
control of one’s own destiny. Encouraging self-help in housing will not solve 
all the problems associated with poverty, but it will allow some increase in 
security of tenure and in pride of community. 


To increase participation by both self-help groups and community-wide 


organizations and institutions, the following changes are necessary: 


(1) 


(2) 


(3) 


(4) 


(5) 


The federal housing agency must abandon its present role of banker 
and approving authority only. It must assist those groups in the planning 
and development of projects and in the acquisition of management 
capability and expertise. 

The federal housing agency must either directly provide the technical 
expertise to assist the institutions in planning their projects, or the funds 
to hire competent professionals to assist in project planning. The public 
sector must be responsive to unusual applications, patient and willing 
to allow what may initially be vague and somewhat nebulous proposals 
to evolve into firm plans. 

Funds must be provided to assist the groups in organizing and reaching 
the stage where they can develop proposals. Such funds (normally in 
the form of grants) are not likely to amount to a major expense. 

The requirement of an equity interest must be eliminated (as suggested 
by CMHC in 1965 and 1967). Equity is the banker’s insurance against 
misconceived projects. It has not protected the Corporation against poor 
low income housing projects. This report suggests that a far better pro- 
tection against poor proposals is not equity or exercise of an approving 
authority, but participation in project development either directly in 
providing the expertise or indirectly with financial assistance so that 
groups can obtain expert services. With cither form of participation, 
the government assumes responsibility for the quality of the develop- 
ment as a participant and not merely as an approving authority. By 
removing the equity requirement, the government acknowledges that 
social housing is primarily a social asset and not the property of a par- 
ticular group making a 5 per cent investment. 

The increased responsibility will extend to the management side of 
housing as well. The shelter concept of housing leaves building opera- 
tion to the project owners. Production is all that counts. Several 
important experiments which CMHC had the courage to fund have 
fallen into trouble because the lender’s interest stopped with building 
completion. Rochdale is the prime example. With experienced advisors 
on housing management, it would have had a much better chance for 
survival. That housing management experience must be made available: 
(a) directly, (b) through the funding of institutions like the Cooperative 
Housing Foundation, St. Francis Xavier University, etc., or (c) by grants 
to the building owners to hire professional management. In addition 
to sponsoring more professional management, the government should 
encourage institutional borrowers generally and service clubs in 
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particular to permit maximum participation by tenants in the planning 
and management of the projects. 

(6) Responsibility for project approval (where the federal housing agency 
is lending directly) and for the direct provision of technical expertise 
(whoever the lender is) should be transferred to the branch level. That 
will allow the development of housing which fits local plans and tastes 
and responsive advice which is available full time. Retraining and educa- 
tional leaves will be required for some personnel, together with a 
recruitment drive to find socially oriented professionals where increased 
staffing is required. 

(7) Research and program evaluations done at the regional and national 
levels should be made available to the various groups, to increase the 
range of possibilities which they consider and to allow them to avoid 
errors ‘made by others. 


Full Recovery Housing: Cooperatives 


A cooperative is a consumer enterprise owned and operated by its 
members on a non-profit basis. Housing cooperatives can be broken down 
into building cooperatives, in which individuals pool their energies to build 
together homes which will be owned and occupied individually in the normal 
ownership pattern and continuing cooperatives, in which individuals join to 
develop and operate housing to be owned collectively and occupied by members 
of the cooperative. In many West European countries continuing cooperatives 
have been responsible for from one-fifth to one-third of annual housing produc- 
tion. They have had strong institutional and financial support from their 
governments, who have found this non-profit, participatory form of housing 
production and management a useful substitute for municipally-owned, 
subsidized housing. 


Recommendations were made by the Curtis Committee in 1944, by 
the Cooperative Union of Canada in 1962, by the Murray report in 1964 and 
the Hellyer Task Force in 1969 for the development of a strong urban coopera- 
tive housing program. In 1968, the National Commission on Urban Problems 
in the United States recommended that recognition be given to the “tremendous 
potential” of cooperative housing. It pointed to both the economic and social 
benefits derived:1® 


The cooperative member on initial purchase can enjoy lower closing 
costs. 


Not only the purchase, but also the sale involves easier, cheaper trans- 
fer for the cooperative members. Instead of broker fees, financing fees, 
title costs, and so forth, the member pays the cooperative a small 
handling charge (which is typically not more than $25 in low or 
moderate-income projects). 

Lower utility and maintenance costs are often achieved by cooperatives 


16 National Commission on Urban Problems (Washington: 1971), pp. 140-2. 
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through master meters and volume purchases of supplies used for 
repairs or renovation. 


Lower costs for parking, recreation, and community facilities can be 
realized in cooperatives when these facilities are pooled. 


More favourable terms on mortgages, in recognition of the more per- 
manent character of cooperatives, reduces monthly carrying charges for 
members. Instead of a 15 to 30 year amortization period, cooperatives 
have obtained 40-year mortgages. 


On purchasing new construction (as against used housing), the coopera- 
tive has protection against adde@ costs that typically face the private 
owner having a home built for him. Cooperatives of the consumer- 
oriented management type obtain fixed-type contracts from the 
builders. 


In older housing in public-assisted cooperatives, inflated real estate 
values are not added to the price, keeping the down payments and 
monthly carrying charges lower. 


Joining in a cooperative housing project gives common interests to 
different families and at once broadens their interest. They have some- 
thing which they own together. If their venture succeeds, they will be 
better off; if it fails, they fail also. This necessity to promote its success 
produces a greater degree of fellow feeling. Except among the most 
selfish, working together produces a feeling of identification and a desire 
to help, which is desperately needed in city life. It can help turn anti- 
social individuals into self-respecting, cooperating members of society. 


The social benefits of cooperatives include the following: 
The cooperatives elect their own boards and run their own affairs with 
democratic control. 


The development of a cooperative spirit in housing carries over to other 
aspects of life. Thus cooperative members often attract or manage 
cooperative groceries, cooperative nurseries, cooperative day care 
centres, cooperative summer camps, cooperative utilities and coopera- 
tive recreation centres. 


The cooperatives develop pride of ownership, leading to stable, attrac- 
tive communities. 


Vandalism, crime and delinquency have been non-existent or very low. 
A 40 year old cooperative in the Bronx proudly points to a record of 
no arrests for crime or juvenile delinquency. Managers of New York 
cooperatives assert there is no breaking of windows or other vandalism 
in the thousands of units they supervise. Cooperative ownership 
generates a greater degree of responsibility. Despite the doubts ex- 
pressed by some when cooperatives moved into housing for lower in- 
come families, they have met their mortgage bills, and have not only 
maintained their properties but have improved them as well. 


CMHC has been impressed by the self-help efforts of building coopera- 
tives in Nova Scotia. Since 1953 it has financed, with the province, some 3,149 
units. Its faith in self-help can also be seen in its support for shell housing 
programs in the assisted homeownership sphere. But this approval of self-help 
to solve housing problems has not carried over to continuing cooperatives. 
They are felt to be unsuited to Canadian life styles. 
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The words of one CMHC policy adviser sum up the attitudes of senior 
officials: ** 


Perhaps the strongest claim for a preferential attitude towards coopera- 
tives springs from an evangelical point of view associated with the 
cooperative movement. The cooperative movement is based on a 
genuine and admirable socialist view that people should be able to 
conduct their own affairs for their own well-being, without the element 
of private profit and without being prejudiced by outside economic 
interest . . . To live in a city neighbourhood happily and successfully, 
people find that they must maintain a polite but somewhat withdrawn 
“arm’s length” relationship with neighbours. These harmonious rela- 
tionships can be easily upset when issues of a quite different kind are 
introduced. Home is a very private thing and anything to do with one’s 
own private affairs is best kept independent and separate from the 
friendly contacts with neighbours. This is the nature of life in cities 
and city people are wise to avoid getting into situations that may cause 
disagreements, friction and entanglements with neighbours. I can’t 
imagine anything more likely to jeopardize this kind of stability of 
family life than becoming involved in a venture of cooperative housing. 


Curiously, the Corporation has encouraged the development of con- 
dominium housing in which the same close contacts with neighbours and 
self-management are present. They are not seen as difficulties when individual 
units are owned by their residents. But CMHC dislike for cooperative housing 
continues. . 


Perhaps more important than the difference in attitudes regarding life 
styles were disagreements respecting the importance of the role of the entre- 
preneur in the low income housing area. In response to a request for technical 
assistance to be provided to cooperatives by the Corporation, one executive 
wrote:18 


All the (cooperative) representatives seemed to feel that there is some- 
thing sinister in the institution of the entrepreneur and that in some 
manner it should be replaced by amateur groups, self-interested but 
ignorant citizenry guided by the wisdom of experts provided free by 
the State. 


That of course, is what CMHC has recommended in the case of non- 
profit housing provided for senior citizens by service clubs. Apparently, 
different standards apply to community groups trying to help themselves and 
professional groups doing their civic duty and assisting the elderly poor. 

In 1944, the Curtis Committee recommended that the NHA be amended 
to include special sections (under the terms relating both to homeownership 
and low rental projects) to extend the available facilities to cooperative associa- 
tions whether urban or rural. In the rental field, cooperatives were to be placed 
on the same basis as local housing authorities or limited dividend corporations.'® 


17 CMHC Memorandum, October 11, 1963. 

18 CMHC Memorandum, May 24, 1963. 

19 Advisory Commission on Reconstruction (Ottawa: King’s Printer, 1944), Vol. IV, 
peo: 
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The proposals were premised on potential cost savings and on social benefits to 
be derived from a strengthening of the ideals of neighbourliness, self-help, and 
mutual aid, rather than the individualism of single family homeownership. 

The recommendation was ignored and in its place the government 
passed the forerunner of the present section which provides only for loans to 
cooperatives. In 1954, the Act was amended to provide for the insurance of 
loans made to cooperatives by approved lenders, thereby permitting CMHC 
to make such loans if those lenders were unwilling to do so. Cooperatives have 
not explicitly been afforded the status of low rental housing agencies. 


Preferred Loans for Cooperatives 


For twenty-five years cooperators have sought access to the preferred 
lending rate offered to public housing agencies, entrepreneurial limited dividend 
builders, and non-profit corporations. The first attempt was a request from 
Vancouver for a loan to a cooperative at the preferred rate. The CMHC 
response was that the proposed project was not really rental housing but was 
instead designed for homeownership. The project was typical of small building 
cooperatives in which individuals pooled their credit, time, and energy to build 
single family houses which would be owned individually, rather than the con- 
tinuing cooperative model in which the cooperative owns the building and the 
Participating shareholder is a tenant or licensee in the multiple structure. 

In 1948, the Cooperative Union of Canada presented a brief to the 
Minister that called for a declaration of policy affirming that cooperatives were 
eligible for L.D. loans. The brief was rejected on the grounds that cooperatives 
represented a form of homeownership and this was the primary attraction for 
members. The main concern of Corporation officials appears to have been that 
if the preferred lending rate had been made available to cooperatives it would 
undercut the policy of denying preferred direct loans to individual home- 
owners.*° Direct federal lending to individual homeowners at preferred rates 
was viewed as a threat to the entire interest structure of the economy. 

In 1962, the Cooperative Union again raised the issue when it recom- 
mended that the preferential interest rates provided for people of low income, 
university students, and elderly persons be made available to cooperatives 
whose members fall within those broad classes. The government failed to 
respond and the feeling within CMHC was that any follow up steps were 
entirely a question for the cooperative movement itself. The government posi- 
tion did begin to shift slightly, however. Cooperatives were now considered 
eligible to borrow under section 15:71 


It is difficult to see how a cooperative could undertake to reserve oc- 
cupancy for special groups of low income or otherwise disadvantaged 
people, and still remain a cooperative but if it could, there does not 
seem to be any reason why it should not qualify for the special lending 
terms provided in the Act for such projects. In such a cooperative 


20 Memoranda, President to Minister, April 6, 1949; April 12, 1949; September 11, 
1950. 
21 CMHC Memorandum, May 21, 1963. 
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project, however, the tenants themselves could have very little control 
over occupancy, either their own or that of others, and this does not 
seem to be characteristic of what cooperative housing usually seeks. 


The difficulty with the shift in the CMHC position is that it envisages 
a limited dividend loan to a cooperative organization (i.e. a credit union) whose 
primary activity is not housing. It would not be composed of residents of the 
project who raised the equity and owned shares in the cooperative. Rather, the 
existing organization would raise the equity, build and operate the project, and 
police the income and other eligibility requirements of the tenants. 

In 1968, the Cooperative Union of Canada and the National Labour 
Congress formed the National Labour Cooperative Committee and began to 
promote cooperative housing organizations at the local level. A project in Cal- 
gary, launched by building trade members, was one of the first to develop. 
When the local branch of CMHC sought Head Office clarification on the ques- 
tion of eligibility for a section 15 loan, Head Office responded that a union 
could provide a limited dividend project if it proceeded in accord with the 
general criteria for the acceptability of a limited dividend borrower. 


Any families which it proposes to house must, of course, meet the 
income requirement. Furthermore, the Charter of the company would 
not be acceptable if it contained any restrictions as to particular low 
income families that would be housed.~~ 


In other words, the cooperative would not be able to give preferential treat- 
ment to members of the building trades. In response to the Calgary request and 
other enquiries, the government position seemed to be shifting once more. In 
a proposal for legislative change, the Corporation recommended:** 


It is proposed that the definition of a limited dividend company in 
section 15 be widened so as to include certain housing cooperatives 
comprising low income families. Specifically, a housing cooperative 
would only be eligible under this definition if it was a low income con- 
tinuing cooperative with the members owning shares in the cooperative 
and having possession, but never becoming owners of the individual 
units (e.g. Willow Park). . . . such cooperatives would be entitled to 
95 per cent loans repayable over 50 years at a preferred interest rate — 
the same terms as are proposed for Joans made on limited dividend 
projects. The low income requirements governing these cooperatives 
would also be the same as the limited dividend projects so that the 
operating agreement with the cooperative would ensure that shares in 
the cooperative which carry the right to the possession of individual 
units were only sold to low income groups during the fifteen year “lock 
in” period. 


This was precisely the revision to the Act which the cooperatives had been 
requesting. 
When the Act was amended in the spring of 1969, section 15 was 


22 CMHC Memorandum, January 17, 1968. 
23 Memorandum, President to Minister, February 6, 1969. 
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changed significantly and the eligible borrower was described as any “person”, 
rather than as a “limited dividend company”. To the cooperatives, their work 
to obtain a revision in the terms of this section of the Act had been successful. 
The notes to the amendment, the parliamentarian’s version of the Act, and a 
statement in the CMHC publication Canadian Housing Statistics? seemed to 
indicate that cooperatives were now eligible for section 15 loans. 

With the desired legislative changes apparently in hand, the Cooperative 
Housing Foundation (the implementing arm of the National Labour Coopera- 
tive Committee) sought assurances that the preferred lending rate would be 
available under section 15 and that loans would be forthcoming. None were 
given:°° 


We are presently prepared and authorized to provide loans to the 
same level and covering the same amenities for cooperatives as for 
any other form of housing ownership. We took the view when the 
brief was originally presented to us that section 15 however provides 
favourable interest rates for low income tenants whose entitlement to 
occupy the housing ceases when they cease to require the subsidized 
interest rate. This means, for practical purposes, that we would finance 
a project sponsored by a cooperative in precisely the same manner as 
one sponsored by any private developer, subject to the same provisions 
for rent control and income eligibility limitation. The cooperatives on 
the other hand, while relying on the technicality that the occupant is a 
tenant, promote entirely the concept of ownership rather than tenancy, 
and they have indeed proposed that the tenants provide the equities 
required to finance their units. We feel this to be inconsistent to the 
basic concept of the legislation as it is presently written. 


Thus, in seven months, the Corporation completely reversed its position. Its 
recommendation to the previous Minister that section 15 be widened to permit 
loans to a cooperative “only if it was a low income continuing cooperative with 
members owning shares in the cooperative” was brushed aside. The fact of 
equity in the cooperative and its promotion on the basis of similarity to home- 
ownership were once again noted as characteristics inconsistent with the basic 
concept of the legislation, despite the existence of the amending legislation and 
the notes to the admendment. 

Cooperative leaders, having had little success convincing CMHC of 
their entitlement to preferred loans, sought a meeting with the Minister. Though 
sympathetic, he made no clear statement on the borrowing rights of coopera- 
tives under section 15:26 


There is no doubt that cooperatives might also effectively act as the 
sponsors of rental housing projects for low income families, funded 
under section 15 of the National Housing Act. As I recall, we agreed 


*4 The 1969 CHS states, for example, that under the changes in section i>; “Loans 
may be made to any person or any type of organization, including a cooperative” 
(pxV1). 

25 Memorandum, President to Minister, September 24, 1969. 

*6 Letter, R. K. Andras to National Labour Cooperative Committee. November, 
1970. 
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that you would explore with Central Mortgage and Housing Corpora- 
tion, the possibility of developing an initial exploratory project. | am 
very hopeful that workable techniques can be developed which will 
permit occupants to own equity in the project, and when they are able 
to do so, pay fully economic rent. 


Subsequent internal CMHC memoranda indicate that the Corporation clearly 
understood that the Minister would approve section 15 loans to cooperatives 
even though the tenants must provide the equity. But the Corporation has 
refused to process any loans under that section. All loans have been made under 
section 58, the direct lending for homeownership provision, as part of the special 
assisted homeownership programs of the last two years. 


The cooperative movement has been left unsure of continued funding, 
since it appears to be tied to special programs, and thus unable to plan from 
one year to the next. In addition, the peculiarities of the special programs have 
required the cooperatives to aim at a lower income group than would have been 
permitted under the section 15 program, at a time when they were struggling 
to attract members and needed as broad a range as possible within the low 
income group. 


Seldom in the entire discussion of Corporation policy toward coopera- 
tives is there any consideration of the possible advantages of continuing co- 
operatives, despite the strong recommendations and full discussion in the Curtis, 
Murray and Hellyer Reports. Although the NHA is viewed by the Corporation 
as a flexible instrument, subject to broad interpretation and pragmatic adminis- 
tration, the CMHC analysis of the appropriateness of funding cooperatives 
became bogged down in sterile word games over the meaning of low rental 
housing. 

It is clear that housing owned by a cooperative and rented to share- 
holders of the corporation that owns the housing is conceptually rental housing. 
In a very limited number of cases the law will pierce the corporate veil and 
equate the position of a shareholder with that of a corporation, where there are 
compelling reasons of policy which dictate that interpretation. We can see no 
compelling reasons here. With the advent of condominium, the distinction 
should be clear between ownership of a unit in a multiple building and member- 
ship in the corporation which owns the building and leases to the member. In 
a condominium, the unit owner has absolute title to the specific unit, can repair 
or improve it as he wishes, benefits from increase in resale value, pays property 
taxes, receives the compensation if expropriated, etc. The position of a single 
family owner in fee is translated to a multiple building as completely as possible. 
In a cooperative, the position is reversed. The owner has only a claim against 
the corporation, his landlord, for the right to possession, or to share in the 
proceeds of sale or expropriation. In non-profit cooperatives, he is not entitled 
to any appreciation in value. He cannot change or improve his unit without 
permission of the cooperative. The cooperative pays the taxes. He is a tenant 
who owns a part interest in the landlord corporation, which entitles him to a 
voice in the manner in which it is run. 
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The 80 per cent Membership Requirement 


Another obstacle to the promotion of cooperative housing is the inter- 
pretation of the legislative requirement that the Corporation be satisfied that 
upon completion, at least 80 per cent of the units will be occupied by members 
of the cooperative association. The provision was originally inserted to prevent 
the use of the building cooperative technique for speculative building purposes. 


While the legislation merely provides that a loan is not insurable (and, 
therefore, by inference that a direct loan cannot be made) unless the Corpora- 
tion is satisfied that upon completion 80 per cent of the units will be occupied 
by members, the provision has been interpreted to mean that prior to loan 
approval 80 per cent of the members must have agreed to purchase a unit. The 
CMHC general instructions provide: 


5 (2) The Act requires that 80% of the units in the project must be 
occupied by shareholders of the cooperative. Responsibility for ensur- 
ing that this is the case lies with the lender. Before direct financing may 
be approved, at least this proportion of the total membership must be 
signed up as shareholders and accepted as borrowers. Ideally, the 
membership should be 100% subscribed and accepted before advances 
are made. 


Implementation of the instruction has varied considerably. Cooperative 
Proponents are usually told that a loan will not be approved until 80 per cent 
of the members are signed up. In actual negotiations for a loan this is changed 
to a requirement that 80 per cent be signed up before a loan is advanced, al- 
though approval may be granted with less. Yet, even this position is not held 
consistently. In one case, the loan application was approved on the under- 
Standing that the 80 per cent requirement would be met before any money was 
advanced. Once construction was underway, however, senior CMHC manage- 
ment reduced the required percentage to 50 per cent. In another case, the 
initial requirement was that 50 per cent of the applicants be signed up before 
any loan advance would be made. In yet another, the position was taken that 
no loan advances would be made until 50 per cent of the units were occupied 
by members. In a fourth, the branch manager viewed the 80 per cent require- 
ment as the responsibility of the cooperative and therefore made advances 
without reference to signed up members. 

The legislation leaves it to the Corporation to satisfy itself that 80 per 
cent of the units will be occupied by members of the cooperative. There are 
several ways of doing so. CMHC could, for example, satisfy itself by reference 
to the charter of the cooperative association and perhaps a letter of intention 
from prospective members. The method chosen is exceedingly stringent and 
means that the applicant must obtain agreements to purchase shares from 
persons of modest income, at a point in time when the cooperative is in its 
formative stages, cannot show prospective members the housing to which they 
will be entitled, and may not yet have a site which it can show them. Yet a 
prospective builder wishing to construct a low rental housing project, or to 
obtain a section 58 loan for a rental building, is not required to obtain a previous 
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commitment by potential lessees, nor is he required to demonstrate in advance 
that he has raised the necessary equity. 

The 80 per cent membership requirement presents another conceptual 
difficulty. All cooperative projects for which loans have been made to date 
involved the “mother-daughter” approach — the project is planned and devel- 
oped by a parent, sponsoring organization, with the intention that it ultimately 
be owned and operated by a daughter cooperative consisting of residents of 
the project. In some cases the membership of the boards of directors of both 
organizations has been virtually identical. In others they have been completely 
separate. In still others, the mother cooperative is set up first, with the intention 
to transfer to a daughter to be formed. In the first two cases, the loans have 
been made to the daughter cooperative. Where only the mother cooperative 
was in existence, loans have been made to it without difficulty and without 
application of the 80 per cent rule. On a recent application by the Citizens’ 
Housing Committee of Metropolitan Toronto, however, CMHC insisted that a 
daughter cooperative be formed to take the loan, as the Act requires that 80 
per cent of the units be occupied by members of the borrowing cooperative. 
CMHC also indicated its interest in seeing that the eventual occupants were 
involved in the development process, as “that educational factor is one of the 
major reasons for supporting cooperative housing”. The Corporation having 
paid lip service to participation in its public housing program and having 
ignored it in the limited return and non profit programs, has made it a pre- 
requisite for cooperatives. 

Both the American and European experience indicate the need for a 
sponsorship approach if any volume of cooperative housing is to be built. A 
small organized group is necessary if any project is to get underway. The spon- 
soring group is more likely to come from organizations affiliated with coopera- 
tives than from persons looking for housing, particularly because of the level of 
knowledge and experience necessary to put together a development proposal 
which is likely to be acceptable to municipal planners and financial institutions. 
Because it is most difficult to hold the interest of a large group over the one to 
two year period frequently required to pilot a proposal through to approval, 
it is impractical to expect the participation of 80 per cent of future residents in 
development decisions. Rather, the objective should be to encourage the spon- 
soring group to work closely with potential residents, and enable those who 
wish to be active to participate. A sponsorship approach provides a vehicle to 
mobilize the resources of voluntary organizations for direct action in housing, 
in cooperation with potential residents, and to allow control of the project to 
pass to the residents upon completion. 

This discussion serves to underline the wisdom of the Curtis Committee 
recommendations made nearly thirty years ago. Cooperatives should be cov- 
ered in a separate section of the Act which deals with their organizational 
problems in more depth and with more sophistication than the twenty-seven 
year old 80 per cent membership requirement. Entitlement to preferred lending 
rates should be clearly established, together with the conditions under which 
they apply. Section 15, with its limited permissible income range for tenants, 
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is clearly an undesirable vehicle to fund cooperatives which are capable of 
reaching a much broader income range and thereby avoiding the stigma of 
“poor people’s housing”. 


Cooperatives as an Alternative to Public Housing 


Considering the unwillingness of the Federal government to allow co- 
operatives access to even the government borrowing rate, it is not surprising 
that they have not been used in the past as an alternative to public housing for 
the very low income group. 


In the last two years, there have been several experiments with the use 
of cooperatives for that purpose. One arose from the difficulties presented by 
the narrow income range permitted under section 15 and assisted homeowner- 
ship programs. As applied to cooperatives, they have the effect of requiring a 
member whose income level exceeds the maximum limits to sell his shares and 
give up his unit. An arrangement was worked out with CMHC under the 1970 
and 1971 innovative programs whereby a member in that position could pay 
a surcharge and remain in possession. The funds produced by the surcharge are 
then used to provide units at reduced rents to low income tenants. It appears 
that, with the termination of those special programs, the surcharge arrangement 
will no longer be permitted. 


There were several problems with the arrangement. Low income tenants 
still had to have the necessary 5 per cent equity and in order to continue to 
offer those lower rents, the cooperative had to be certain that other units would 
constantly be occupied by higher income members paying a surcharge and 
providing the necessary surplus. That would probably be the case, but moderate 
income cooperatives could not afford to take the risk of losing surcharged 
tenants and continue to carry low income ones. What is needed is a government 
agreement to meet the difference between the break even rent and the rent 
offered a low income tenant, in the event that the surplus from the surcharge 
dries up. 


This entails an acknowledgement that private non-profit sponsors are 
legitimate vehicles for housing subsidies. It is difficult to conceive of any reason 
to reject that position. In its favour is the possibility of broadening the income 
mix in low rental housing projects and allowing access to an alternative form 
of management and operation in which the occupant can participate in the 
administration of the building. 


A small step in this direction was taken in a Vancouver project in 1971. 
The three levels of government entered into an agreement with the cooperative 
under which ten units would be leased to families requiring public housing 
assistance. The cooperative would be designated a local housing authority under 
provincial legislation so as to qualify for operating subsidies under section 40 
of the NHA. The federal and provincial governments would contribute the 
equity required. Selection of the low income members would be done jointly 
by the cooperative and the public authorities. 
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Program Prospects 


By mid-1971, there were only two projects completed and occupied 
(outside of Quebec), and loan applications had been approved for another eight, 
most of which were under design and/or construction. Under the circumstances, . 
there is little point in analyzing the program output. Of greater importance are 
the organizational developments to date and the assistance required if a sub- 
stantial cooperative housing program is to be mounted. 


The Cooperative Union of Canada and the National Labour Congress 
joined in 1968 to form the National Labour Cooperative Committee which, 
in turn, formed the Cooperative Housing Foundation as its implementing arm. 
The Foundation’s major activity is promotional and educational, and from its 
sponsoring agencies and CMHC it is assured of sufficient funding for the next 
five years to employ one organizer and distribute some promotional literature. 


There are larger, more firmly established organizations in several of the 
provinces. The Cooperative Housing Association of Manitoba built the first 
continuing cooperative project in the country. It has nine staff members and is 
embarking on an expanded program, with plans for a 300 unit project in 
Thompson. It has commitments of support from the province by way of interim 
financing and repayment of development expenses if the project is not suc- 
cessful. 

The Federation of Housing Cooperatives of Quebec (“Co-op Habitat’) 
has been the most productive in the country. From 1968 to 1970 it built 1,157 
units and had 275 under construction. It has worked very closely with the 
province. The latter has obtained a block loan of section 15 non-profit funds 
under the Master Agreement and has loaned the money directly to the Federa- 
tion. It has not been impeded by the problems of interpretation arising out of 
the refusal of access to section 15 funds and the 80 per cent membership rule 
which confront cooperative organizations which deal directly with CMHC. 


This more liberal attitude of the QHC can be traced to a number of 
causes: the social ferment in the province and a number of reports in the mid- 
60’s dealing with housing problems; the importance, particularly in the area of 
Quebec City, of the Federation as a builder of detached single family units 
for sale to members (9,503 units from 1948 to 1968, i.e. almost 500 per year); 
a report by the Quebec Cooperative Council, prepared in 1967 with the support 
and collaboration of some Quebec civil servants, proposing a re-orientation of 
the Federation’s program to multiple-family, high density urban projects; close 
informal ties between the Cooperative Council and the QHC. 


The Federation ran into financial problems in its first year from which 
it has not recovered. It planned for the construction of fifteen projects at a cost 
of $12,000,000. An agreement was signed with the QHC providing that 8 per 
cent of that amount could be applied to its administrative expenses. It hired 68 
employees, opening a head office in Quebec and a regional office in Montreal. 
Only four projects were built at a cost of $5,000,000. Revenues were half those 
expected and the Federation immediately went $500,000 in the red. It has had 
to seek a further loan from the cooperative movement, let half its staff go, and 
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shut down its Montreal office and its real estate department. It has also been 
plagued by vacancies in a major project built in Laval in 1970 (which have 
resulted in further losses of $200,000) and by problems with internal adminis- 
tration and personnel (the position of Director was vacant for four months). 
The financial situation became so bad that in May of 1971 the financial institu- 
tions of the cooperative movement took the Federation into receivership. It is 
clear that the Federation will either have to be dissolved or bailed out by the 
senior levels of government. If the value of cooperatives as an alternative 
mechanism to the equally expensive provincial housing organization is appre- 
ciated, financial assistance may be forthcoming. 

The Ontario Habitat Foundation was formed last year. The initial 
sponsors were the Ontario Credit Union League, the Ontario Federation of 
Labour, the Cooperators’ Insurance Association, and the United Cooperatives 
of Ontario. In addition to funding from these organizations, an initial grant of 
$12,500 was made by OHC. The other members of the Foundation are the 
development cooperatives in the cities of Windsor, London, Ottawa and 
Sudbury. 

Unlike the Quebec Federation, the Ontario group will not develop 
projects itself but will assist local groups with projects currently underway and 
in the development of new projects. Given this definition of its role and a 
limited budget, it will operate with a small staff and occasional assistance from 
consultants. A comparison of the two provincial bodies is instructive. 

The Quebec Federation came into existence at a time when there was 
only one active local group, the Duberger cooperative in Quebec. It was a 
“Federation” of non-existent groups. It then organized regional units, members 
of which would found the local cooperative. The local cooperative was viewed 
as a temporary agency that would ultimately transmit control of the project to 
the residents. All projects have been developed and built under the control 
of the central Federation. 

Because of vacancy problems, the Federation has not chosen tenants 
carefully, on the basis of interest in cooperative living. It has made no move 
to transfer membership and control of projects to a cooperative composed of 
the residents. It has been too enmeshed in its financial problems and staff cut- 
backs (which, for example, resulted in the loss of five social animators working 
in the projects) to come to grips with the problem. The tenants in the projects 
built have formed an association and demanded the right to participate in the 
decisions of the Federation. 

When compared with the rigid, top-down planning and implementation 
in Quebec, the Ontario Foundation seems more of an afterthought. At is incep- 
tion there was a continuing cooperative in existence in Windsor, projects 
approved and under design or construction in London and Toronto, and local 
groups planning another half dozen projects in those three cities and in Sudbury, 
Kingston and Ottawa. | 

Each of these groups has its own resources. The Cooperative Habitat 
Association of Toronto has a full-time development man, a manager, and a 
community worker. Two other Toronto groups have contracts for consultant 
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services as required. The Windsor group has support (both financial and organi- 
zational) from the U.A.W. local. The London group had support from the three 
major churches in the area and industrial and craft unions. 

With that kind of local organization, what is the role of the provincial 
Foundation? While the groups have strong local support and some have boards 
of directors including local professional elites, many have had development 
problems. The Windsor project had problems with project design, an unex- 
pected rent increase resulting from failure to provide a contingency allowance 
for increased costs, and inadequate preparation of the daughter cooperative 
for the responsibility of project management. Much of the difficulty has involved 
interpretation of the unclear provisions of the NHA. The Alexandra Park 
group was told that a parent development cooperative could not obtain a loan 
and would have to establish a parallel daughter cooperative. Another Toronto 
group has been told that the legislation does not allow loans to cooperatives 
for the acquisition of existing units. The London and Alexandra Park groups 
had difficulty in determining the income levels permitted when a preferred loan 
was obtained under the special programs in the last two years. 

The role of the Foundation will be to assist local groups to deal with 
these problems: to provide technical assistance in the planning and develop- 
ment by the parent cooperative and in planning for the transfer of the manage- 
ment function to the daughter; to act as a channel of communication among 
local groups and between them and the Foundation’s sponsoring agencies; to 
act as a spokesman and lobby for the local groups with the federal and provin- 
cial housing authorities.?7 

The only other province with a provincial organization is Saskatchewan. 
Its Cooperative Residences (Saskatchewan) Limited has built no housing, al- 
though it has provided technical assistance to student cooperatives. The inac- 
tivity stems from the depressed economic conditions in the Province and lack 
of building activity generally. 

Province-wide organizations do not exist in any of the other provinces. 
The Canadian Housing Federation has been attempting to promote a regional 
organization in the Maritimes. The only organization active in any of the 
provinces is Maritime Cooperative Services, a regional organization which is 
planning its first housing effort. There was one in B.C., Western Cooperative 
Housing Society, but it experienced financial difficulty on one project and no 
longer exists. The provincial governments in B.C. and Alberta are not sym- 
pathetic to cooperative activity and provide no support. The impetus in those 
provinces has come from the local groups in the three major cities. The Van- 
couver group, the United Cooperative Housing Society, has a project underway 
under the supervision of one full-time staff member hired with seed funds 
provided by the B.C. Federation of Labour and the Carpenters’ Union. The 
Cooperative Housing Association of Calgary is receiving management and 
administrative assistance from the City Centre Credit Union. 


27 CHAM, the Manitoba cooperative, appears to follow closely the Quebec format, 
in that it is unwilling to work with local groups which approach it for assistance 
and insists on complete development control itself. 
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Space does not permit a detailed review of the organizational and 
development problems experienced by the various local groups. The back- 
ground paper prepared for this Study?* makes it clear that substantial technical 
and organization assistance is required in the formation of developer coopera- 
tives, in planning programs and projects, and in developing resident organiza- 
tions with management skills. The federal government has opted to provide 
financial assistance for the creation of a national federation, whose primary 
functions are educational and stimulative. If it adopts a policy of supporting 
cooperative housing, assistance must devolve to provincial and local groups 
active in such program and project development. 

That assistance can take the form of: 


(1) funding centralized provincial organizations, as in Quebec and Manitoba, 
to hire, staff, plan and develop; 


(2) funding a central consulting agency as in Ontario; 


(3) providing development funds to local groups. (The recent offer of the 
Manitoba government to guarantee development costs in Thompson is a 
useful model. If the project proceeds, the costs will be recovered from the 
building mortgage. If it does not, the province will reimburse CHAM.) 
Where no provincial agency exists, funding directly to the local group 
should be open; 


(4) some of the basic technical services can be provided by the federal or 
provincial housing organizations — again with the costs recoverable from 
loan funds if the project proceeds. 


The formula chosen in the particular case must depend on the institu- 
tional and political realities in the particular provinces. The federal government 
should establish a cooperative housing unit in CMHC, staffed with persons 
sympathetic to the goals of housing cooperators and encourage interested prov- 
inces to do likewise. It should also take the lead in funding provincial and local 
cooperative organizations. 


Recommendations 


We recommend that separate legislation be enacted covering loans to 
cooperatives. The new provisions should permit loans at preferred interest rates 
to bona fide cooperative groups who intend to provide housing to be owned 
and operated by the residents of the project. As in the case of other non-profit 
groups, loans for one hundred per cent of cost should be provided. Projects 
Should serve a broad income range, from those requiring subsidies to those 
whose incomes exceed the limits for assistance. If unit subsidies are retained, 
they should apply to cooperatives. The right of members whose incomes rise 
above assistance levels to pay a surcharge and remain on should be assured. 
Organizational assistance should be provided directly, via provincial and local 
groups, and through service groups and universities. Grants should be made 
available for that purpose. 


*8 J. Jordan, “Cooperative Housing in Canada”, to be published. 
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Chapter 7 


Assisted Homeownership 


The Development of Federal Policy 


Until recently CMHC has exhibited a distinct preference for home- 
ownership in its lending activities, particularly its section 58 direct lending 
program. Within that program, the preponderance of units financed has 
been single family rather than multiples. The ratio of single family to multiple 
units ran from a low of three to one in 1967 toa high of thirty to one in 1959, 
Interestingly, while federal lending policy has favoured homeownership, 
federal tax policy has not. Unlike the U.S. and the U.K. legislation, Canadian 
income tax provisions do not allow the deduction of interest payments on 
residential mortgages from income. 

The homeownership emphasis is best seen in periods of heavy lending 
by CMHC. In the 1958-9 period and in 1965-7, when housing policy was 
being used as a stabilization tool, critical decisions were taken to fund middle 
income, single family units rather than multiple units for middle income and, 
more significantly, low income use. Those lending patterns can be seen in 
Table 1. That support for homeownership tenure has not been extended to 
low income housing programs. From 1957 to 1967 from five to fourteen 
times as many units were produced under the section 58 program (at market 
interest rates, for upper and middle income families) as were produced under 
its low income programs. 

The federal government has a long tradition of opposition to assisted 
homeownership programs designed to reach the low income group. That 
Opposition arises out of: 

1. the belief that construction for sale and lending for homeownership 
Should remain as private activities; 

2. the anticipated additional cost to the federal government of an 
assisted homeownership program; 

3. the inability to find any conceptual difference between a rental- 
purchase and a subsidized rental scheme; and 

4. objection to subsidizing the acquisition of an asset by a private 
consumer rather than a producer-operator. 

When the federal-provincial partnership provisions of section 40 of the 
National Housing Act were discussed with the provinces prior to the enact- 
ment of the legislation, Ontario, Quebec and British Columbia felt strongly 
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that an assisted homeownership program was required to increase the neces- 
sary volume of low income housing through direct government action.! 
Ontario in particular was very sensitive to increasing criticism of provincial 
housing inactivity. To answer the critics, Ontario proposed that public 
housing units be built that could eventually be sold to low income purchasers 
through an assisted homeownership program. An important element in 
reaching the low income group in a homeownership program would be 
extremely low or non-existent down payments. 


Although Ontario officials continued to press for such arrangements, 
the federal Minister was opposed. In a memorandum to the president of the 
Corporation he wrote :2 


I have been reflecting upon a conversation arising out of Mr. Frost’s 
statement respecting the possibility of making homes available under 
the Dominion-Provincial arrangement without a down payment... 
It has been my understanding that houses built for sale or projects 
coming into a sales position would be handled either through the loan 
facilities of the NHA or follow a similar pattern with respect to loans, 
mortgages and down payment. 


I recall that the possibility of rental-purchase entered into our discus- 
sions, but I was of the impression that, when it was decided that the 
down payment would be reduced to about half the former amount and 
the Federal Government would put up the increased amount of loan, 
the principle of rental purchase was no longer a consideration. 


A subsequent internal memorandum states :3 


Although the terms of the arrangement between the Province and the 
Dominion are wide enough so that other methods of producing houses 
might be used (other than land assembly and sale to speculative build- 
ers)... it is felt that the efforts of private builders should be used to 
default before any serious consideration is given to other forms of house 
building and particularly direct construction on account of the partner- 
ship. 


The president of the Corporation responded :4 


If the provinces were anxious to proceed with a pattern somewhat closer 
to rental purchase or lease option, then in order to protect the present 
N.H.A. position it will be necessary to apply a means test not unlike 
that which is contemplated for the occupants of subsidized rental 
housing. Indeed, a rental purchase scheme with virtually nothing down 
is rental housing — the very thing which the provinces wish to avoid. 


My own view is that, when the provinces get down to specific projects, 
they will find very important objections to the type of arrangement 
which they now seem to favour. 


1 CMHC Memoranda, February-March, 1949. 

2 Memorandum, Minister to President, March 8, 1950. 
3 CMHC Memorandum, March 21, 1950. 

4 Memorandum, President to Minister, March 16, 1950. 
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While the schemes may have conceptual similarities for the govern- 
ment administrator, the differences in freedom and status for the low income 
tenant went unnoticed. 

Faced with strong CMHC opposition, the provinces appear to have 
abandoned their assisted homeownership thrust, at least under the NHA, 
although Quebec continued to facilitate moderate income homeownership 
under its Family Housing Act without federal participation. 

In 1953, the Nova Scotia Housing Commission was able to persuade 
the Corporation to fund the construction of cooperative housing projects for 
sale under section 40. Federal acquiescence seems to have resulted from a 
combination of local pressure and the small scale nature of the program. 

During the mid 50’s the federal government moved further away from 
using direct lending to stimulate low income homeownership. At its inception 
the program had been used only in centres with populations of under 10,000 
where incomes were lower and where approved lenders would not be active. 
Loans were made only to individual homeowners, not to speculative builders. 
From 1955 to 1957 there was a shortage of mortgage money from institutional 
lenders and CMHC in March of 1957 increased its lending activity and 
widened the list of eligible centres to all under 55,000 in population. In June 
of that year, the section was opened up completely in order to stimulate 
employment. The restrictions relating to size of centre were removed and 
loans were made directly to builders for the first time. 

In 1962, an Ottawa builder — Robert Campeau — wrote to the federal 
Minister responsible for housing regarding the possibility for low-interest 
loans for homeownership purposes. He advocated the use of the section 15 
lending rate and longer amortization to allow reduction of monthly carrying 
charges, which in turn would allow purchase by lower income families. The 
Corporation did not respond favourably. There would be administrative 
problems of policing incomes annually, and of controlling profits, maximum 
Sale prices and resales. These were seen to be matters of civil rights, properly 
within provincial jurisdiction. Furthermore,5 


. as residual lender, the Corporation may only make a loan to a 
homeowner application if the applicant can demonstrate that he has 
been refused a loan by one or more approved lenders. Mr. Campeau’s 
proposal involves a substantial departure from the residual lending 
position and would involve the Corporation in direct loans to home- 
owners that could only be made by the Corporation and could not be 
made by the private lenders. 

. . . Mr. Campeau’s proposal would undoubtedly enable families of 
lower income to achieve home ownership in the form of new housing. 
The extension of the facilities of the present terms of the National 
Housing Act to include existing housing would likely achieve the same 
results. 

The National Housing Act recognizes that not all families are able to 
own their own homes. The Act makes special provision for low rental 


> Memorandum, President to Minister, November 9, 1962. 
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housing projects for low income families in both section 16 (15) and 
section 36 (40) but also ensures that the Federal Government would 
not be involved in the direct process of making individual decisions as 
to eligibility. Mr. Campeau’s proposal would undoubtedly be effective, 
but the discriminatory aspects of his suggestions raise serious questions 
of policy for the Government. 


A federally-sponsored assisted homeownership program was again 
avoided. It is worth remarking that none of the difficulties cited in the memo- 
randum proved insuperable in the 1970 $200 Million Program and controls 
of the type suggested had been part of the limited dividend program since its 
inception. 

During the first half of the 60’s there was little popular pressure for 
assisted homeownership. Incomes were rising more rapidly than the carrying 
costs on single family homes, and there was a substantial increase in the 
number of people in the lower third of the income band who could afford 
standard NHA financing. In the latter half of the decade, however, the large 
increases in land costs, interest rates and property taxes made it increasingly 
difficult for households in the lower third of the income band to purchase a 
single family house. These trends are reflected in the fact that in 1961 only 
9.5 per cent of NHA borrowers came from the lower third of the income 
range; by 1965 the percentage had increased to 18 per cent; and by 1969 it 
had dropped back to 6.4 per cent. 

By the second half of the decade the provinces became concerned that 
not only the lower third but even the middle third were having difficulty in 
purchasing homes. A number of provinces embarked on their own versions of 
assisted homeownership programs during this period. British Columbia, in 
1967, enacted legislation permitting capital grants and second mortgages to 
first purchasers of new housing. Ontario embarked upon its HOME program 
to reduce land costs in 1967. Cooperative activity in Nova Scotia increased. 

CMHC staff began to consider assisted homeownership as an alter- 
native to public housing. In response to a suggested homeownership program, 
an executive director of the Corporation pointed out that :6 


One of the objections to the principle of providing subsidies for home- 
ownership has been reluctance to asking some people in the commu- 
nity to pay for the acquisition of assets by other people. 


He went on to point out that the proposal presented certain technical 
difficulties. Nothing appears to have come of the suggestion. 

In 1970, tight money had resulted in a drop in housing starts. The 
federal government had committed itself to 200,000 starts per year, and it 
appeared that there would only be about 160,000. Some way had to be found 
to increase starts and thereby stimulate employment in the midst of a recession. 
The Minister, influenced by American homeownership programs, put forward 
a $200 Million Program that was designed to make funds available for the 
construction of housing for rent or sale at below market interest rates. It 


8 CMHC Memorandum, July 5, 1968. 
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would simultaneously provide housing starts and demonstrate that the 
government was concerned about the provision of housing for the low and 
moderate income groups. Twenty years after the first provincial requests, 
the federal government finally espoused assisted homeownership. 


The Federal Homeownership Programs 


THE 1970 PROGRAM 


In February 1970, faced with the need to produce housing starts and with 
dissatisfaction in the country over increasing house prices, the federal govern- 
ment embarked upon the $200 Million Program. The aim was to reach families 
in the $4,000 to $6,000 range through either the homeownership or rental 
mechanisms. Initially, there were bold hopes for innovative design and 
planning techniques. But the pressure for starts and the requirement that the 
builder be in a position to commence construction within 45 days of sub- 
_ mission of the application meant that the major achievement of the program 
was simply the reduction of housing costs for some low income households. 

An unsigned interim evaluation (dated mid-1971), by CMHC, points 
out: 

The program was ‘special’ in name and in the administrative techniques 


that were adopted. Mainly, however, it consisted of existing lending 
programs and it varied little in substance from these components. 


The term ‘innovation’ was widely misunderstood, and there was a 
tendency to expect massive change in housing characteristics. In the 
short time available, it was unreasonable to expect more than an ex- 
pedient variance to existing housing patterns. Even without this time 
constraint, it is probably unrealistic to expect builders to embark on 
highly innovative and speculative projects without support guaran- 
tees ... Most of the innovations that were resorted to under the program 
were unadventurous. Smaller centres introduced types of structures 
previously untried there, but which are cheaper to build (such as row 
houses or quadrexes). On the other hand, in large metropolitan areas 
the condominium formula for low income groups was used for the first 
time, and large projects combining residential and commercial spaces 
were sponsored with arrangements to subsidize rents out of commercial 
revenue. Many projects relied for their effectiveness on a variety of 
short term conditions, such as land bargains, response of special groups 
and voluntary professional services. These elements were accepted as 
innovation but they probably did not produce a lasting basis for support. 


The income levels served by the program were higher than anticipated. 
Of the people helped by the homeownership projects, only 11 per cent had 
incomes under $5,000, and 48 per cent had incomes above $6,000. Builders 
would make applications stipulating that the desired low income range 
would be served; they would then return later to CMHC requesting increased 
income limits on the basis either of increased costs or of their inability to 
find a sufficient number of applicants within the required income range. 

Without provincial assistance the program could not serve the bottom 
income group. The Corporation was unable, because of the provisions of the 
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NHA, to subsidize loans below its own borrowing rate. It was unable to waive 
down payment requirements. As a result, provincial interest subsidies and 
capital grants were necessary to assist some low income purchasers. 

The program appears to have resulted in a considerable amount of. 
“creaming”. 22 per cent of the borrowers were under twenty-four years of 
age, compared with only 9 per cent for standard NHA loans. Only 8 per cent 
of the families had working wives rather than the standard 30 per cent, and 
52 per cent of the families had no children, or only one child. The fact that 
families were younger, had fewer children and, even with one working partner, 
averaged a fair income, would indicate that the recipients were young men 
on their way up who, under normal circumstances, would probably have 
entered the housing market within a few years regardless of any special 
program. 

The program emphasis was on new construction. 13,775 new units 
were funded under the program, while only 412 existing units were subsidized. 

Despite CMHC staff’s concern for the needs of rural areas and smaller 
centres, more than 90 percent of the funds went into metropolitan areas and | 
major centres. 

Because of the requirement of fast starts and because of metropolitan 
land holding patterns, most of the builders were large entrepreneurs. About 
35 per cent of loan funds went to 8 builders (although 85 applications were 
approved), 4 loans were made to cooperatives, 3 to community groups, 3 to 
municipalities and 6 to Indian bands or native associations. 

While well over 90 per cent of the funds went to traditional building 
operations, the Corporation (in its interim report on the program) lists as the 
three primary innovations of the program: 1) the involvement of new sponsors, 
2) tenant participation and citizen involvement, and 3) rehabilitation. 

Cost reductions were usually the result of reduced unit sizes and land 
areas. For example, the average floor area in rental units was only 720 square 
feet and in ownership units was 945 square feet. Little attention was paid to 
location or amenities. The problem of fringe locations and marginal sites, 
which also confronts public housing and limited dividend programs, was 
present here. 

Architectural consultants reviewed ten of the 1970 projects, concen- 
trating on planning and design and suitability for low income residents.’ 
Their comments on some of those projects follow: 


Case Study 1 The Maritimes — The project consists of 3 storey stacked 
tow housing; access to the third floor units is from an open deck. Outside 
staircases are located in front of living room windows, and living rooms at 
the second level are over the bedroom areas of the lower unit levels; generally, 
standards of sound insulation and privacy are low. The units are minimal in 
space and there is a scarcity of windows — 3 in the 2 bedroom unit. 


* Melvin Charney, Serge Carreau, and Colin Davidson, “The Production and 
ooee of Low Income Housing” (Ottawa: CMHC, unpublished manuscript, 
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To achieve economy on construction, plastic door frames, pre- 
fabricated plastic bathrooms and plastic pipes were utilized. Ceiling clearances 
of 6'8"" were used, communal storage for bachelor and one bedroom units 
was omitted, non-combustible walls were not used. 

Final approval was given only nine days before the program was 
terminated, although approval in principle had been given to this off-the-shelf 
proposal two weeks after the program was announced in February. Concern 
for the adequacy of the project can be seen in internal CMHC planning :® 


If the public does not react as expected and units are not sold, arrange- 
ments can be made for the units to be used on a subsidized basis. 


Located on the outskirts of the city, the isolated site, restricted site 
plan, reduced unit size, poor unit design and cheaper materials clearly de- 
scribe substandard housing conditions. The project was recommended despite 
the objections of both the CMHC Branch Appraiser and the Branch Architect. 


Case Study 2 Quebec — The site for this project is singularly inappropriate 
for the needs and capabilities of low income groups. Since the site is located 
on residual land facing major traffic arteries, far from employment, shopping, 
and public transportation, car ownership is mandatory. Although there are 
plans to provide some community facilities on the site at a later date, no such 
facilities exist now. All those residents who do not have mobility are virtually 
trapped in the project. 

When the project was first submitted to the CMHC Review Committee 
four of six proposed plans were rejected on the basis of room size, lack of 
recreational amenities and problems in car parking layout. Three of the four 
were ultimately accepted without change. 

The CMHC files reveal a curious practice. 

The offers of purchase which prospective owners were obliged to sign 
in order to secure a home required that they pay a $250 deposit with the offer; 
$215 additional deposit to be paid once the loan was approved by CMHC; 
$110 for notarial fees, and approximately $500 in four consecutive monthly 
payments, equivalent to CMHC mortgage payments, with post-dated cheques 
to begin on May 1, 1971 (although the mortgage did not take effect until four 
months later). The last ‘‘additional cost’? was the object of a CMHC memo. 

This memo stated :? 


8 CMHC Memorandum, December op Was be be 

9 CMHC Memorandum, July 8, 1970. This memo stated: “If, after negotiation with 
the entrepreneur, the latter intends to proceed in a different manner, we would be 
within our rights to insist on an amended purchase offer. We must also bring to 
your attention a practice peculiar to this entrepreneur. For several years he has 
been receiving a large number of loans under Section 40 or Part I of the NHA. 
In order to delay the date of inception of repayments, he holds back the sale 
transactions and only submits them to us three or four months after the date of 
occupancy. In the interval, he receives from each purchaser the monthly payments 
heretofore mentioned.” (That is, the purchaser believes he is making three or four 
payments on his mortgage. However, the mortgage is not yet in force and the 
builder pockets the money.) 
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Si, aprés discussion avec le promoteur, ce dernier entend procéder dif- 
féremment, nous serions en droit d’exiger que l’offre d’achat soit amen- 
dée. Nous devons également porter a votre attention une pratique 
particuliére a ce constructeur. Ce dernier regoit depuis quelques années 


un nombre appréciable de préts, sous la section 40 ou la partie 1 de la » 


L.N.H. Afin de retarder la date de mise sous paiement des préts, le 
constructeur conserve les actes de vente et ne nous les remet que trois 
(3) ou quatre (4) mois aprés loccupation. Dans l’ interim, il regoit de 
chaque acheteur les versements mensuels mentionnés. 


CMHC seemed to have suspected something of this sort for some time and 
wrote to the builder:"° 


Vous devez vous assurer que le prix de vente maximum indiqué est un 
prix réel incluant tous les coiits et les frais normalement compris dans 
votre région. 


Case Study 3 Quebec — This project consists of row housing units in sub- 
urban Montreal. The builder refused to use other, more desirable land which 
he owned a block away. 

The houses were described in the original proposal as integrated easily 
within the surrounding community and the claim was made that it “could 
not be identified as a low income housing project.” However, the form of the 
units constitutes an identifiable group of lower standard houses; the type of 
construction used in the project is not found elsewhere in the area. 

Little has been done to restore the site following construction. There 
has been no attempt at landscaping, and all but six trees have been removed. 
There is a quarry which is now a rubbish dump to one side of the project. 

Interviews revealed that because of poor workmanship ten proprietors 
had spent between $200 and $2,000 in repairs and finishing. Much of the 
finishing was seen as necessary, e.g. six of ten had finished the walls and the 
other four planned to do so. Continued repair and. refinishing costs were 
envisioned. Five of the ten mentioned the difficulties they had in getting 
action from the developer, and two of these had been frustrated with replies 
of the type ‘““You have not bought a $25,000 house; at the price which you 
paid you have to expect some problems. When you buy a house like that, 
you have to fix it up a little.”’ 


Case Study 4 Ontario — This is a high-rise rental project. The apartments 
present many hazards and impracticalities. The second bedroom in the 
2 bedroom apartments is too small for a useful placement of beds. The private 
spaces within the units are poorly located and badly designed. The position of 
radiators, window mullions, electrical outlets, and the level of floors, badus- 
trades, and window sills are all potentially dangerous. Kitchen cupboards 
open at forehead height. Fuses and not circuit breakers are used. The built-in 
closets are very crude. The overall quality of workmanship is poor. 


© CMHC Letter, May 21, 1970. This letter stated: “You must make sure that the 
maximum sale price mentioned is a real price in that it includes all costs and 
services normally included in your area.” 
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The Special Program offered this large developer an opportunity to 
finance a project which had experienced difficulties under normal lending 
arrangements. This project had been in existence in proposal form for three 
and a half years before it was submitted as part of the 1970 Special $200 
Million Program. Attempts had been made to construct the project with 
private financing and directly under a section 15 loan; in both cases difficulties 
were encountered because of the large sum involved. 


Case Study 5 Prairies — The project is located four miles north of the central 
business district in Edmonton, in a neighbourhood which is new, largely 
developed with single-family units. Schools, shopping and commercial 
facilities are not close by. Play areas are minimal. 

Plans for the units and site plan had been designed in 114 weeks. 
Subsequently, the site plan was modified (after approval in principle) at the 
request of CMHC but not the unit plans or elevations. The architect voiced 
doubts about the social viability of building such a large and identifiable 
project for an isolated group of low income families; he tried to blend the 
project into its conventional surroundings. The higher site density is the only 
unusual feature of the project. 

Although the project was originally aimed at income levels of between 
$4,300 and $4,500, the proponent asked, in a letter addressed to CMHC, in 
December 1970, that income guidelines be raised. He stated that the reason 
for this request was that “Sales activity has slackened very considerably.” 
The letter gives the following figures: out of 800 applicants interviewed, 90 
were taken with down payments, and only 37 of these applications were 
approved to date by CMHC. And it goes on to explain: 


... that a great number of people in the income range between $3,393 
and $5,660 are very heavily in debt and owe money to several consumer 
finance companies, and are finding it difficult to keep their heads above 
water on a day-to-day basis, and apart from being unable to raise the 
required down payment from savings are, in most cases, a poor credit 
rating, . .. we are recommending, therefore, that persons with incomes 
up to $7,000 per annum be deemed acceptable applicants . . . 


The limit on income levels was later adjusted to permit incomes ranging from 
$5,492 to $6,500. 

The project is an important example of the difficulty of reaching well 
down the income ladder under an assisted homeownership program and still 
finding purchasers with decent credit ratings. 


Case Study 6 B.C.—This project was described by CMHC as having 
reduced construction specifications, and reduced livable floor area giving 
small rooms which are finished to ‘@ minimum acceptable standard with no 
extras . . . yet was also claimed as innovative in that the units are “‘stripped 
down” versions of normal condominium units. The units, 832 sq. ft., all have 
three bedrooms and an unfinished basement. The overall design is cramped 
and inefficient. The second and third bedrooms, seven feet across, are very 
narrow. Furniture arrangements are limited, and stair circulation is poorly 
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planned. Play areas on the site are provided in the residual areas between 
the buildings. 

The site is half a mile from public transportation, and one and a half 
miles from a shopping centre. Though public transport may be extended to . 
the site at a later date, car ownership is essential at this time. There is on-site 
parking. 

Though the resulting physical environment of this project is adequate 
in many more ways than some other projects built under the 1970 Special 
Program, it is apparent that there was little concern for the physical adequacy 
throughout the preparatory process of the proposal. The pressures to just 
build, combined with the availability of land which the City was interested 
in developing and need for immediate land by the developer, had a great 
deal more to do with the location, design and approval of the proposal than 
any concern for good low income housing. 

The program highlights the absence of any research or policy develop- 
ment in the areas of: causes of rising housing costs and methods of controlling 
them; housing needs of low income households; social or human aspects of 
low income housing problems; and alternative mechanisms to public housing 
as a means of delivering housing to the low income group. 

The adoption of the program rekindled interest within CMHC in an 
assisted homeownership program as an alternative to public housing. A 
number of memoranda were written by Corporation personnel dealing with 
the question. The discussions turn on whether an assisted homeownership 
program is less costly to the public purse than public housing. It was sug- 
gested that, with this program, the administration costs inherent in a rental 
project disappear, and certain aspects of maintenance costs are passed on to 
the purchaser. In addition, a 27 per cent GDS ratio is made possible rather 
than a rent-geared-to-income of about 23 per cent to 25 per cent in the upper 
reaches of the income scale. As a result, it was expected that the annual 
subsidy cost to the Treasury might be reduced by as much as $100 a year over 
average public housing subsidies. 

Nowhere in the discussions is there any weighing of the social benefits 
and costs of assisted homeownership. The assumption is simply made that, 
while assisted homeownership might require as much as an additional 10 per 
cent of the household’s income over rent costs, that was their choice to make. 


THE 1971 PROGRAM 


In 1971, the government embarked upon a further $100 Million 
Program, this time tied exclusively to homeownership. Reliance was placed 
on the same mechanism as the year before, i.e. reduction of interest rates 
down to the federal lending rate depending on income. An attempt was made, 
however, to peg the program to smaller centres rather than large cities. 
The program was directed at the same income group (the $4,000-$6,000 
range) as in the preceding year. 

Response to the program was good in Quebec, Saskatchewan, New 
Brunswick and Nova Scotia. In Saskatchewan, success was ensured by 
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Table 2 


1971 ASSISTED HOMEOWNERSHIP PROGRAM 
PERCENTAGE DISTRIBUTION OF UNITS AND FUNDS 
BY PROVINCE 


New Existing Total 

Units Amount Units Amount Units Amount 
Newfoundland......... 1562 1.54 — — 1262 1.54 
Prince Edward Island... 0.34 0.28 _- — 0.34 0.28 
PO VCO uo. 5. inves whe 4.14 ce a — — 4.14 cy fet 
New Brunswick........ 4.91 4.24 — — 4.19 4.24 
BREE wise th ie ae ade, 52.38 51,16 — — 52.38 51.10 
CESS 1 a A a ea 4.94 5.68 = -- 4.94 5.68 
MA STMCOOR Jiu. d aaa Abie 3.97 4.12 — — 3.97 4.12 
Saskatchewan.......... 12.61 12.90 — — 12.61 12.90 
PRAIA dla svrw & Sis was 6.61 ers — — 6.61 1 eer 
British Columbia....... 8.47 9.16 — — 8.47 9.16 
Northwest Territories... — 
ROOD a life's oe bas 4 o — 
(OU fe ES a eae 100.00 100.00 100.00 100.00 


economic recovery and cheap land in Regina and Saskatoon. In the two 
Maritime provinces tie-ins with existing provincial subsidy programs produced 
good results. 

Lower costs also helped in Quebec. More important, the program 
was not limited to smaller centres, but was used in all cities, and was available 
to persons outside the designated income range. Unit costs had to be low 
enough so that with reduced interest rates low income persons could afford 
them, but funding was not restricted to low income persons. That decision 
was taken to ensure that the program would serve to prime the economic 
pump in the province. 

Although the program was fairly successful in those provinces, by 
September of 1971, when capital commitments were reviewed, it was clearly 
failing to meet its overall goals. Although the peak of summer building had 
passed, less than 50% of the funds available had been committed. The builders 
with plentiful mortgage funds and increased sales were not interested in the 
program. 

In October, the federal government finally decided that increased 
construction activity was necessary to combat unemployment. At the end of 
that month the program rules were changed. Maximum incomes to qualify 
for assistance were raised to $7,000. Loans were permitted in metropolitan 
centres outside Quebec. And funds previously committed only for low income 
housing were released for loans, at the NHA rate to households with incomes 
from $7,000 to $9,000. Once again, assistance to low income households 
was sacrificed on the altar of stabilization goals. 
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In view of the success of the 1970 and 1971 programs, ministerial 
interest, and the political attractiveness of assisted homeownership, it appears 
that legislation will be recommended providing for subsidization below the 
preferred lending rate. 


Provincial Programs 


Provincial programs have been aimed primarily at the upper and 
middle income groups. The following six mechanisms have been used: capital 
grants, interest subsidies, land cost subsidies, second mortgages and residual 
lending, shell housing and sweat equity, and sales tax provisions. 


CAPITAL GRANTS 


The capital grants programs fall into two categories: universal and selective. 
British Columbia provides a $1,000 grant to provincial residents for the first 
purchase of a new house. The grant is not tied to income. As of March 31st, 
1971, $24 million in capital grants had been provided and $85 million had 
been budgeted. In the absence of more specific data, it is not possible to 
determine precisely what effect the program has had. In all likelihood, how- 
ever, the grants have gone mostly to middle income purchasers, the only 
group in a position to buy a house in the first place. It is also extremely 
questionable whether the grants have had the effect of reducing the end 
price of the home to the purchaser. A common pattern for such programs is 
for the market to simply take the grant into account. Knowing that their 
customers qualify for a $1,000 grant, the builders simply raise the price of the 
house by $1,000. 

The grant was combined with the $200 Million program, resulting in 
both reductions in capital required and interest payments. 

In 1970, British Columbia expanded the program to provide for a 
$500 grant for the purchase of an existing unit. It appears that this provision 
will be allowed to lapse. This is unfortunate, since grants for existing units 
are more likely to serve the lower income group than grants for new units. 
Subsidizing existing units, however, does not have the desired effect of 
achieving new starts. 

Saskatchewan followed the British Columbia model and provided for a 
$500 capital grant for the purchase of a new unit. The grant was adopted in 
response to a request from the Regina Home Builders Association for pro- 
vincial action to make homeownership possible further down the income scale 
which would stimulate construction activity in that depressed province. 

The Home Builders had proposed a monthly payment for three years, 
the total not to exceed $6,000. They maintained that the payment would lower 
the bottom limits of the income range to whom ownership was open by 
some $1,200. They viewed this as far more important than the provision of a 
capital grant. The province, however, concerned about the administrative 
costs of policing incomes and processing the monthly payments, opted for the 
capital grant. Because the grant was tied to the federal $200 Million program 
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to a considerable extent and since the program produced lower priced units, 
it is quite likely that the grants reached moderate income purchasers. About 
600 were made last year. 

The Province of Prince Edward Island has the only capital grant pro- 
gram that is tied to incomes. It administers funds set aside for housing under 
FRED. The grant is available to households with incomes between $4,000 
and $6,000 who have been gainfully employed in the province for a year. The 
grants are on a sliding scale from $500 to $4,000. To the end of March 1971, 
approximately 136 grants had been made, for a total cost of $470,000. 


INTEREST RATE SUBSIDIES 


Interest rates subsidies are available in Quebec, Alberta, and Nova Scotia. 
Since 1948 Quebec legislation has provided for a 3 per cent interest rebate 
payable to moderate income families. At present, the rebate is available to 
families with an annual income, counting that of the head of the family, plus 
60 per cent of the income of his or her spouse of up to $7,000 (plus $500 per 
' child). The cost of construction of the unit must not exceed $14,000. The 
contribution of the province is a 3 per cent rebate on up to $7,000 mortgage 
debt. To the end of March 1971, the commitment level stood at $231 million 
and the rebates actually paid were approximately $110 million dollars. In the 
last year, 84 per cent of the rebates were paid to families with incomes from 
$5,000 to $8,000, with 50 per cent in the $5,000 to $7,000 range. 

As in the case of the British Columbia capital grant, there is some doubt 
about the effectiveness of the rebate in making housing more readily available 
to moderate income families. Again, the net effect of the subsidy may simply 
have been to increase the effective demand for housing, and thereby bid up 
the end price of the unit. 

The Province of Alberta adopted a 2 per cent interest subsidy in 1970, 
which applied to projects funded under the $200 Million program. The 
subsidy matched the reduction of the federal lending rate below the market 
rate; that is, if the federal rate was reduced by '4 per cent, the province 
provided a further '4 per cent subsidy, and so on down to 5% per cent. 

The subsidy was dropped at the end of 1970 and was not re-introduced 
as a companion to the 1971 federal program. The reasons for the change are 
not clear. 

The Province of Nova Scotia has enacted legislation providing for 
provincial and municipal subsidies of up to 2 per cent below the federal 
preferred lending rate. These subsidies, in conjunction with the use of the shell 
housing technique,!! should enable purchasers with incomes in the $4,000 
range to acquire homes. 


LAND SUBSIDIES 


“Homeownership Made Easy” is Ontario’s version. The HOME program 
involves the leasing of land to the purchaser of a house, giving him an option 


"1 See infra, for a discussion of shell housing. 
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to purchase the land at the end of five years. While the carrying costs of the 
land and building are not reduced, the down payment is, since the land price 
is not included in the total purchase price of the unit. No income limits are 
attached to the program but there are limits on unit cost ($15,000 for a three 
bedroom unit, $16,000 for a four bedroom unit, $17,000 for a five bedroom 
unit). Again, the program has served primarily the middle income group. 

The use of the land assembly technique in other provinces has also 
resulted in lower-priced land, and therefore easier access to homeownership. 
The Province of Saskatchewan and its two metropolitan centres are the 
foremost examples of the success of this measure. 


MORTGAGE LENDING 


The Province of British Columbia will provide a $5,000 second mortgage for 
the purchase of a new unit and a $2,500 second mortgage for the purchase of 
an existing unit. These are used as alternatives to the capital grant provisions 
mentioned earlier and have not been as popular. 

The Province of Ontario will lend directly to home purchasers who are 
unable to arrange NHA financing, at or slightly below the NHA direct lending 
rate. It has also made second mortgages available to condominium purchasers 
at slightly below the current NHA lending rate. 

In 1971, the Province of New Brunswick introduced legislation per- 
mitting its housing corporation to provide interest-free second mortgages to 
applicants unable to obtain a maximum section 40 loan. $300,000 has been 
budgeted for the program and it is expected that this amount will cover 
approximately 75 loans. The loans were tied to shell housing under the 1971 
program. There was an income limit for borrowers of $5,500. It was hoped 
that, with the use of shell housing, an income level of $3,800 could be reached. 

The Province of Alberta has enacted legislation providing for loans for 
persons in the $6,500 to $10,000 income range in rural areas and small towns. 
No income limits are stipulated in the legislation and the only qualifications 
are maximum loans of $18,000, gross debt service (GDS) ratios of up to 30 
per cent, and a refusal from CMHC. Loans are for single family units only. 

Loans were made at slightly below market interest rates. There was 
increasing pressure to make the program available in urban areas as well. 
Of 360 loans ultimately made, 250 were made in cities of over 30,000 people, 
65 per cent of all units funded were in Edmonton and Calgary. One-quarter 
of units funded were new and three-quarters were existing. Average family 
income was $10,261. 


SHELL HOUSING AND SWEAT EQUITY 


The Provinces of New Brunswick and Nova Scotia are both emphasizing 
shell housing, a technique whereby a house is only partly constructed. The 
exterior (or “‘shell’’) is completed but the interior is not. The shell house is 
then sold to low income people with a reduced loan amount and the substitu- 
tion of “sweat equity” for the down payment. Sweat equity,asthe name implies, 
means that the new owner must complete the inside of his house himself. The 
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labour required to complete the house is considered to be his equity, which 
would normally be contributed through a cash down payment. 

Sweat equity has been utilized for a considerable period of time under 
the section 40 cooperative sale program in Nova Scotia. Both provinces are 
strongly promoting the expanded use of shell housing as an assisted home- 
ownership technique. 


REMOVAL OF BUILDING MATERIAL SALES TAX 


The Province of New Brunswick has recently removed the sales tax on building 
materials in an attempt to reduce house prices. The decision to abolish the 
tax rather than provide a rebate to home purchasers appears to have had the 
result of merely increasing the profits of material suppliers; prices have not 
been reduced. 

The Province of Alberta is the only one that does not have a sales tax. 
Its restraint in this area might be considered assistance to homeowners. 


The Effect of Institutional Lending Patterns 


on Homeownership Cost 


We do not feel that it is advisable for the federal government to em- 
bark upon a substantial assisted homeownership program. The trade-offs 
between assisting homeowners versus rental units and the optimum mix are 
considered below. 

On the assumption that national policy will call for assistance in some 
situations, we examine in this section some of the institutional factors which 
render it more difficult for low income households to become homeowners. 

. A 1962 study estimates that only 48 per cent of residential mortgages 
registered in 1960 were on new housing.!2 In the same year, financial institu- 
tions placed 71 per cent of residential mortgages approved into new hous- 
ing.!3 All CMHC loans in 1960 were on new housing. The study also esti- 
mated that roughly one half of all residential mortgages registered in 1960 
were from non-institutional private lenders, and one tenth from CMHC. 
A very substantial portion of loans on existing housing was therefore from 
private non-institutional sources in 1960 — perhaps three quarters. 

Over the last ten years the situation has not changed greatly. In 1970, 
institutions put 69 per cent of residential loans into new housing, and CMHC 
put 96 per cent of its money into same. It is likely, therefore, that private non- 
institutional sources still provide the bulk of financing for loans on existing 
housing. 

The relative absence of institutional lenders from the existing housing 
market results in higher costs to low-incorie households. Institutions are in a 

position to offer better terms than non-institutional lenders. Most of the poor 


12 J. V. Poapst, The Residential Mortgage Market (Ottawa: Royal Commission on 
Banking and Finance, 1962), p. 26. 
13 Canadian Housing Statistics, 1970, Table 27. 
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are in the market for existing rather than new housing. The suggestion that the 
poor are inhabitants of existing rather than new housing should surprise no 
one. Loans on existing housing reach lower income borrowers than loans for 
new housing. CMHC direct loans reach further down the income band than | 
approved loans by institutions. 


Table 3 
NHA LOANS BY BORROWER’S INCOME 


Income 
$0-6,999 $7,000-8,999 $9,000+ 
vf A v5 


° 


New: (Sections’6 60.58) 55 euacnnn ene see 4.2 19.8 76.0 
Existing (Section 6) 0. oe) katicce-te acne eee 6.6 24.7 69.0 
Existing (Section (58) i...s eae dete ee eee 27.0 40.2 3240 
Existing (Sections 6:&.58): he eae ee P2560 29.0 58.0 


SourRCE: Canadian Housing Statistics, 1970 (Ottawa: CMHC, 1971), Tables 89, 90 and 94. 


Financial institutions are in a position to offer better terms than other 
lenders because they are not as exposed to variations on their rate of return 
arising from risk. There are three reasons for this. First, the size of their 
mortgage portfolios is greater than that of most non-institutional lenders. 
This allows them to diversify their portfolios to a greater extent, and thereby 
to spread the risk. Second, the individual risks in the mortgage portfolio are 
less likely to be related to each other due to their wider geographical distri- 
bution. Consequently, there is less likelihood that everything will go wrong at 
once. Third, institutions are NHA approved lenders while others are not — 
thus they have access to NHA insurance. 

Statistics indicate that institutions offer longer amortization periods 
and larger average loans than other corporate lenders or other non-institutional 
lenders,'* and that financial institutions offer lending rates that are lower than 
those of other corporations. Among the “‘other lenders’’, credit unions and 
caisses populaires also loan at higher rates than financial institutions. Curious- 
ly, however, different agencies among “‘other lenders’’ lend at Jower rates 
than financial institutions. There are two factors that provide an explanation: 
1) mortgages taken back by vendors at lower than market interest rates to 
enable them to obtain a higher price, and 2) high-risk mortgages issued at a 
discount to mask the real rate of interest. Non-institutional funds are sought 
only when and where institutional funds are not available, because institu- 
tions offer better terms. 

Related to the problems of financial flows to existing housing are the 
problems associated with financial flows to smaller population centres and 
rural areas, and flows into deteriorating areas of larger urban centres. Both of 
these two problems have in common value risk — risk associated with the 
individual borrower. In the case of rural borrowers, higher transaction costs 
will be an additional consideration. 


14 Canadian Housing Statistics, Tables 58, 59. 
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Some indication of the reluctance of institutional lenders to loan out- 
side of urban areas can be drawn from data on lending by province, and by 
metro as against non-metro areas. Institutional funds financed only 34 per cent 
of dwelling starts in the Atlantic region in 1970, as against 46 per cent in 
Canada as a whole. In P.E.I. and Newfoundland only 24 per cent and 21 per 
cent of all starts were institutionally financed.'? Given the greater concentra- 
tion of rural population in these areas, the pattern seems consistent with a 
hypothesis that rural areas are not so adequately served by institutions. 

In 1970 the four major types of mortgage lending institutions (banks, 
life insurance companies, trusts and mortgage loan companies) placed 74 per 
cent of their new NHA housing loans in metro areas that had only 66 per cent 
of all new buildings. 

Banks did place 32 per cent of their funds outside metro areas — but 
it is clear that their presence in the non-metro market is not enough to make 
up for the absence of trust and life company funds. 

The absence of institutional lenders from areas of urban decay was 
noted in the Report of the Royal Commission on Banking and Finance:'® 


Table 4 


PERCENTAGE OF DWELLING UNITS 
BY PRINCIPAL SOURCE OF FINANCING, 
REGIONAL BREAKDOWN — 1969 & 1970 


1969 Other 
Institutional Funds Federal Funds Funds Total 
Approved  Conven- S. 40 Other 
Area Lender tional N.H.A. Federal 
: Funds 
SATIN era vivid aces WGA 3 4: 10 38 5 9 38 100 
“CGC Ay ee ee 23 44 | 10 16 100 
Bt nn Ve oe se 35 aWi 3 9 15 100 
MRCOG gi avy ie 32. Wee 29 40 4 10 ry 100 
SC) 2 ae 13 49 6 5 28 100 
“SU Ea ee 26 41 5 9 19 100 
1970 Other 
Institutional Funds Federal Funds Funds Total 
Approved  Conven- S40) Other 
Area Lender tional N.H.A. Federal 
Funds 
BPR TELIC Si ssascy-vic ose & se 51s oy pa 21 qi on 100 
ROCCO ic che ae ha 5 18 18 2] 16 20 100 
OLE 91 a2 19 28 1 20 100 
Re ATACS I lis ty ostel a6e « 36 26 BDA 12 5 100 
RCo. oy Shi ak 15 26 14 8 ew 100 


NS 2 eo in a Garda Dias 25 21 24 8 32 100 


° Canadian Housing Statistics, 1970, Table 14. 
16 Royal Commission on Banking and Finance, Report (Ottawa: Queen’s Printer, 
1969), p. 27. 
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Table 5 


PERCENTAGE OF DWELLING STARTS 
BY PRINCIPAL SOURCE OF FINANCING, 
ATLANTIC REGION — 1969 & 1970 


Other 

Institutional Funds Federal Funds Funds Total 

Approved  Conven- S. 40 Other 

Province Lenders tional N.H.A. Federal 

Funds 
INGE (E969 ates sao whe as i, 14 11 7 60 100 
PE Tien 2 a eta doe ae 6 18 6 — 69 100 
INS aie atten sae oie ea eae 11 47 2 10 31 100 
INS, cet edd secre ae 11 41 6 12 30 100 
Nid (1970)". teak ee 4 9 Lz 15 59 100 
Ply egies uc anand cers 2 ty 17 11 52 100 
NG Sian Datel nies Ae ae 9 37 17 cal 52 100 
INE, cieinctaecaist beeen 8 25 21 10 36 100 


SourcE: Canadian Housing Statistics, 1969, 1970. 


In his evidence before us Mr. Mansur generalized the situation in the 
cities by referring to three types of housing: that in the post-war sub- 
divisions, a second band built in the inter-war years in residential areas 
and varying considerably in its current quality and state of repair, and 
a third category of older housing situated in the centre of the cities. 
The established mortgage institutions will lend freely in the first area 
at their prime rate, are prepared to lend on much of the second type 
of housing, although at rates that may be as much as 1% higher, but 
are not interested in acquiring mortgages on the older run-down urban 
properties in areas which may be due to undergo considerable change. 


... these preferences on the part of the principal institutions do mean 
that the problem of financing housing sales is more acute in some parts 
of our cities than in others. 


Lending to people with low incomes is limited both by the low level 
and by the greater instability that is characteristic of their incomes. These 
considerations do not prevent financial institutions from borrowing from 
those with low incomes. The net result of these transactions is that lower 
income groups have a smaller debt-to-asset ratio than those of higher incomes. 
This can be seen in Table 6. 

The major financial institutions do not provide adequate financing for 
four types of housing: existing housing; housing in rural areas and small 
towns; housing in the urban core; and housing of the poor. The financing for 
these types of housing comes from sources that are both more expensive and 
less attractive in their terms. 

The absence of major institutional lenders from these housing markets 
can be explained quite simply in terms of their goals and attitudes. An obvious 
goal of the financial corporation is to make money for its shareholders. Al- 
most as obvious an objective of financiers is to avert risk. 
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Table 6 


BANK DEBT AS A PERCENTAGE OF 
BANK SAVING DEPOSITS — 1963 


Parctne Saving eu Ratio 

Stee lg IE UN CERe se ie aig i eee 26 422 6 
P= 1 e909 Om initrns awe 2h eee eee 38 621 6 
RE DOE ica RA te aos og. 71 501 14 
TN TID isla: aha"), wiuhe ‘ated gibt wie ailelca a 81 533 15 
sd IID) yee ee ehncing Miele aes 148 133 20 
hr DES! A ety Ae aa eae lee 339 540 63 
RDU Fn isc a 28 See aioe alas 232 696 33 
= 7 909 on ci, nc svabunh eid eed eS 370 953 39 
AOC COVET oF ceciqe y sx tarniatutd ale 743 2,213 34 

PRN CNR One Lutte caus ly alah wale 225 776 29 


Source: DBS Cat. 13-525, Incomes, Assets and Indebtedness of Non-farm Families in Canada, 
1963 (Ottawa: Queen’s Printer, 1966), Tables 26, 49. 


The pursuit of profit limits the financial corporation’s interest in 
lending to those whose incomes are too low or unstable to give reason to 
expect that the borrower will be able to maintain payments at the market rate. 
In that profits are returns over costs, it should be realized that where lending 
costs are high, as in rural areas, for example, institutions will either charge a 
premium on lending or not be interested in servicing the area at all. 

Risk aversion dictates that lenders avoid making loans whenever there 
is danger that the value of the collateral may drop or the borrower may run 
into financial difficulty. In rural areas and small towns, which are areas of net 
outmigration, value of the property may have to drop substantially in order 
to be sold. In the urban core, deterioration in the surrounding neighbourhood 
“may cause a drop in housing values. Existing houses, especially of older 
vintage, involve greater risk of needing major repairs. 


The Policy Choice 


Federal policy on assisted homeownership moved from complete 
opposition in the early 1950’s to a willingness to lend at virtually market rates 
to potential middle income homeowners from 1957 to 1968, to lending at the 
preferred lending rate to moderately low income homeowners in 1970-71, to 
the present proposals for treating assisted homeownership as an alternative to 
public housing to serve the entire low income group. 

Proponents of the program claim a number of advantages for the low 
income householder. Perhaps foremost is the increased freedom and right to 
use the home as he desires (within the context of public zoning regulations, 
nuisance law, and so on). This would provide some relief from the sense of 
powerlessness felt by many of the poor when subject to the sometimes arbi- 
trary control of a landlord, whether public or private. Second, there is the 
increased status and improved self-image of the homeowner, a man of property 
and substance, rather than a mere transient tenant. Because the units are 
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easily scattered throughout a neighbourhood or subdivision, the individual 
resident is less likely to be immediately identified as receiving public assistance. 
Third, there is the possibility of substantial control over the cost of the 
housing. Private market rentals are subject to increase — through the whim of © 
the landlord or the forces of the market — but the homeowner’s financial 
carrying costs are fixed (although property taxes and maintenance and adminis- 
trative costs — currently totalling approximately 50 per cent of the total 
carrying cost on a unit — are subject to increase). Fourth, there is the benefit 
of forced saving. Another substantial source of the powerlessness of the poor 
is their precarious financial position, many of them finding themselves con- 
stantly in debt. With homeownership, the close of the mortgage term brings 
the benefit of a capital asset not available to a tenant who has made similar 
scale rent payments for the same period. 

Substantial advantages to the government are also presumed to flow 
from the program. With public housing subsidies rising dramatically and no 
end to the increase in sight, homeownership is seen as a way to reduce or 
control subsidy levels by transferring costs to the home buyer. Many of the 
administrative problems of existing social housing programs are avoided; 
there is no ongoing relationship between the developer and the homeowner. 
Government is free once again to rely on the workings of the private market, 
interfering only with the financial arrangements. It is also in the position of 
being able to provide freedom of choice to its constituents and of allowing 
them to choose their form of tenure. At present all government can say is: 
there are the public housing and full recovery programs, take them or leave 
them. Finally, from the point of view of the federal government, it may ease 
relationships with some of the provinces which appear to strongly prefer 
homeownership programs. This may result in a substantial increase in the 
amount of housing provided to low income households in those provinces. 

It is clear that the advantages of homeownership to the individual 
householder, when compared to tenancy in public, full recovery or private 
market rental housing, are real. If the existing system of providing rental 
housing were fixed and unchanging, there would be no reason to deny assis- 
tance to low income households. Improvements in low rental housing are 
possible; the rental system is far from fixed. 


STATUS AND CONTROL 


Homeownership programs rest on the assumption that society views all those 
who rent as failures (not just public housing tenants). Increased housing costs, 
changing tastes, and increased mobility have moved the proportions of house- 
holds which own and rent closer to balance; in metropolitan centres in the last 
several years, three times as many apartment units have been produced as 
single family dwellings. The stigma attached to those who rent rather than own 
has weakened considerably. Federal policy should aim at further narrowing 
the gap between the status and rights of owners and tenants, and not simply 
attempt to give a privileged few households an opportunity to escape from the 
difficulties of tenancy to the privileges of ownership. 
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Federal policy has traditionally treated landlord-tenant relations as a 
private matter within the competence of provincial legislatures who have acted 
slowly and hesitantly to redress the imbalance of power between landlords and 
tenants. There is, however, considerable doubt that simple legislative amend- 
ment is sufficient to effect any real change in the positions of the parties. What 
is also clearly required is a fundamental change in the landlord’s view of his 
role and in the tenant’s bargaining power. That change can be accomplished 
by introducing new kinds of landlords — both public and quasi-public — 
which view the provision of housing as a public service. The notion that public 
housing is charity and that those living in public housing are second rate can 
be overcome by broadening the segment of the population served by the 
program. Improved private management practices should be encouraged 
through educational techniques and by restricting all lending to private 
developer landlords to those with a demonstrated capability for sensitive 
housing management; and by funding local tenants’ groups and broadly 
based tenants’ groups, to allow organizations of tenants to speak with a 
stronger voice in their dealings with landlords, legislators, and government 
officials. 


PRICE CONTROL 


Similarly, the problem of price control is not solved simply by turning a small 
minority of rental units into ownership ones. Far more important is broad 
control of the price of all low and moderate income rental housing units. We 
argue below that that objective is much better achieved by a substantial non- 
profit housing program, which allows for the control of housing prices over a 
much longer period of time than assisted homeownership. 


SAVINGS AND ASSET ACQUISITION 


There is no debating the importance of homeownership as a technique by 
which low income households can acquire their one major asset and build a 
substantial nest-egg in so doing. The attendant social cost is high. If the capital 
acquired through repayment of the mortgage did not go to the low income 
purchaser, then under other mechanisms it would go to the state or non- 
profit corporation. At the end of the term of the mortgage, social capital 
would have been paid for and the only costs resulting from its use would be 
the operating costs. This is admittedly a long term benefit, in that under 
present lending practices the loan term is 50 years. However, with marginally 
increased subsidies, the loan could be repaid over a 30 year term, at the end 
of which housing could be provided much more cheaply. 

The view of housing as a market commodity and reliance on mortgage 
payments as a method of forced saving contribute further to housing price 
inflation. Each owner hopes on ultimate sale to achieve a capital gain above 
and beyond the amount of payments on capital account which he has made. 

The capital gains tax suggested by the Carter Commission and by the 
Government White Paper on Taxation might have had the effect of limiting 
these expectations, but the proposal was withdrawn under substantial pressure 
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from middle-class homeowners. The adoption of such a tax seems unlikely in 
the near future and the expectation of future capital gains appears firmly fixed 
in the public mind. Assisting more persons to become homeowners merely 
adds fuel to the fire. | 


REDUCED PUBLIC SUBSIDIES 


One might wish to balance against those social costs (if one could weigh them 
accurately) the savings to the Treasury in the form of decreased public sub- 
sidies which are supposed to result from an assisted homeownership program. 

The argument usually runs that under an assisted homeownership 
program, administration and maintenance expenses which are presently borne 
by public agencies could be transferred to the home purchaser. This assump- 
tion appears to compare assistance for multiple-rental housing with that for 
single family. detached housing. There may be some marginal savings under 
assisted homeownership if single family units are used and maintenance 
responsibility is transferred. Construction costs will; however, limit their use 
to rural areas and small towns. If used in metropolitan areas, capita! costs and 
carrying charges will be much higher than for existing rental programs em- 
ploying multiple structures. If multiples are used, it appears unlikely that there 
would be any savings in terms of either administrative or maintenance expenses. 

The real gist of the argument is that under the present public housing 
guidelines, the maximum rent-to-income ratio for serviced units 1s 25 per 
cent. At the same time, under the policy governing homeownership, the 
maximum gross-debt-service-to-income ratio for unserviced units is 27 per 
cent. Annual subsidies, then, would be decreased by requiring the purchaser to 
pay a higher proportion of income for unserviced shelter than he presently 
does for serviced shelter, and by making him bear the cost of administration, 
maintenance and increased taxes. 

Both the Canadian and American experiences have been that builders 
constructing units under assisted homeownership programs build to minimal 
quality standards, particularly when compared to public housing. Main- 
tenance expenses, therefore, are likely to increase rapidly over time with 
abnormally high costs passed on to the purchaser. Homeowner costs are 
further increased when fringe metropolitan sites are utilized since transporta- 
tion costs also rise. 

In view of the need to reduce the ratio of income which a low income 
householder spends on shelter, decreasing public expenditures at the expense of 
the purchaser is not the preferred solution to low income housing problems. 

It is sometimes contended that under the public housing program one is 
locked into a 50-year subsidy on a unit, but that with an assisted homeowner- 
ship program for moderate income households, incomes would rise over time. 
After ten or fifteen years, the government would no longer have to subsidize 
the unit. This argument appears to confuse a unit subsidy under public 
housing with the subsidy available to an individual under an assisted home- 
ownership program. If the same person were to remain in public housing over 
the same ten to fifteen year period, his income would again rise to a point 
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where he paid a full recovery rent for that unit and no subsidy was involved. 
The argument assumes that in the assisted homeownership case, the purchaser 
remains in a unit throughout the time period, but that in the public housing 
case (as is the practice) when the purchaser’s income rises, he leaves the unit 
and it becomes available for another lower income user. In the event that 
such a situation does occur, the unit is available for another person requiring 
subsidized shelter. With the termination of the assisted homeownership 
subsidy, new subsidies are required for other low income households requiring 
assistance. 


ADMINISTRATIVE ADVANTAGES 


The administrative advantages of relying on the private market (to plan and 
develop projects, choose the purchaser, and, in the case of condominium, to 
establish and perhaps provide the management services) are obtained at the 
expense of the low income consumer. Homeownership subsidies permit the 
household to deal directly with the builder, without government intervention. 
The negotiations and delays inherent in public housing, the problems of 
government agreement on standards, location and so on can be bypassed. 
The recipient of the subsidy is in the same position as any other person 
wanting to buy. 

The difficulty with this position is that households eligible for assistance 
are frequently not in the same position as “‘any other person wanting to buy.” 
The American and Canadian experiences have been that many of them are 
first-time purchasers, without experience in homeownership: many have 
difficulties in debt management. In a market situation, the low income pur- 
chaser competes at the bottom end of that market, assuring him of an inferior 
and at best barely adequate product. As in public housing and limited dividend 
housing, sites are marginal, amenities minimal, units small and inadequately 
finished. 

Our assisted homeownership programs have not plumbed the depths of 
the American experience. A special investigation on abuses in federal low and 
moderate income housing programs conducted by the Committee on Banking 
and Currency of the House of Representatives found that there were a con- 
siderable number of “‘horror cases”. Shortly after purchase disappointed 
owners found themselves with “faulty plumbing, leaky basements, leaky 
roofs, cracked plaster, faulty or inadequate wiring, rotten wood in floors, 
Staircases, ceilings, porches, lack of insulation and faulty heating units.” 
In Everett, Washington, homes were sold with “‘floors that could best be 
described as trampolines.” In Spokane, the material used for counter-tops 
‘‘was described best as glazed wallpaper.” 

While none of the Canadian programs seem to involve the excesses of 
the American ones, our brief review of 1970 projects revealed units requiring 
substantial repairs, unusual extra costs to purchasers, sub-standard design 
and location, absolutely minimal sizes, and generally speaking, projects which 
would not have been approved by CMHC if a policy to provide cheap housing 
for poor people had not been adopted. 
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A CMHC internal review!7 of the 1970 projects noted that the per- 
centage of mortgages in arrears was double that found in the normal lending 
program. It predicted that, where foreclosures became necessary, the Corpora- 
tion would have to make substantial expenditures on repairs, because of the 
minimal initial construction of the units and the inability of low income house- 
holds to spend money on maintenance or repairs. (That observation was made at 
the same time as an expanded program was being advocated.) 


Similarly, where occupant selection is left in the hands of the developer, 
he will attempt to give his subdivision the best “tone” possible and to choose 
purchasers who come as close as possible to fitting the middle class mold and 
will be acceptable to neighbours in other parts of his subdivision. This can be 
seen from the choice of small, young families under the 1970 program and 
from the complaints of a developer in the Prairies that it was impossible to 
find very low income households with suitable credit ratings. It can be seen in 
the refusal of developers to participate in the 1971 program until income 
ceilings were raised. As the early statements of Corporation officials regarding 
the limited dividend program point out, providing housing services to low 
income families with children is not compatible with the profit motive. 
Changing the form of tenure does not make it more so. 


Government abdication of any management goal in social housing will 
also create problems for low income purchasers. If the existing pattern of 
funding continues and if 90 per cent of new units are erected in metropolitan 
centres and major urban centres (i.e. centres with populations of 25,000 
persons or more), then as was noted above, most of the homeownership units 
will have to be condominia. 


This is a novel form of tenure in Canada and the public is not yet 
accustomed to it. A considerable number of units were produced in the last 
several years by builders who found it uneconomic to produce rental units at 
high interest rates and found condominia the only way to tap a substantial 
market at those rates. They were not, however, prepared for the change in 
management style required. The tendency is to treat condominium purchasers 
as tenants who pay mortgages on individual units and are entitled to rent 
control but not to a substantial say in the manner in which the building is run. 
Many have (in compliance with both federal and Ontario policy) retained 
management control themselves either until a minimum number of units is 
sold or for an initial period of some two to five years. 


As the builder is not responsible for the maintenance costs, there have 
been suggestions that cheaper quality materials have been used in construction. 
A national survey of condominium owners!8 revealed that the majority 
strongly disliked the soundproofing, parking and recreational facilities and the 
quality of construction. 


17 CMHC Memorandum, February 17, 1972. 
18 National Survey of Condominium Owners, Condominium Research Associates 
(Toronto: 1970), pp. 23-27. 
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Some groups complain of difficulty getting the builder/developer in the 
initial control period to make necessary repairs. Others have complained of 
excessive maintenance and management fees. 

Very few builders have developed adequate models of condominium 
design for family housing. Interviews with OHC personnel reveal that of some 
13,000 units funded by the province, some 10,500 were smaller units in high 
rise buildings. Developers simply converted planned rental units to con- 
dominia. It is unlikely that many are in a position to build adequate low rise 
family developments. 

Perhaps the most serious problem at the moment is the oversupply of 
condominia in the major markets in Toronto and Vancouver. This had made 
it impossible for a number of middle income families to resell their units as 
they must compete with the project builder who frequently has new units left 
to sell. In the case of low income families this is likely to have the effect of 
substantially restricting mobility unless the government is prepared to agree 
to re-purchase the units. 

In a submission to the Metropolitan Toronto Planning Board, a local 
councillor recommended that the government cease funding condominia until 
adequate legislative and administrative controls had been developed, dealing 
with the problems of management and quality of construction and with the 
planning and design of projects.!9 

If the federal government provides incentives for condominium 
construction, it will fly in the face of the concerns of local officials more 
familiar with the actual workings of that tenurial form to date. 


RECOMMENDATIONS 


_ We, therefore, recommend strongly against reliance upon a program of assisted 
homeownership as a substitute for rental housing programs intended to serve 
low income households, particularly in metropolitan centres and quickly 
growing major urban centres. 


However, an assisted homeownership program would still have some 
role to play. The report of CMHC’s Advisory Group in 1965 pointed out that 
in low income rural areas and some small communities rental housing may be 
inappropriate. It went on to recommend long term loans at the preferred 
lending rate in such areas. We would agree that it is in those areas that the best 
case can be made for relying on homeownership. In the period from 1966 
to 1970, some 20 per cent of all unit starts in the country were in small towns 
of populations under 10,000 and in rural areas, and another 5 per cent were in 
towns of 10-25,000 in size. In the smallest centres, single family units 
comprise more than 80 per cent of all units approved as contrasted with 30 
per cent in metropolitan centres. In the towns in the 10-25,000 category, 
single family units constituted 55 per cent of all starts. 


19 Brief of Melvin Lastman, North York Controller, to Metropolitan Toronto Plan- 
ning Board, November 17, 1971. 
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Rental housing is therefore more likely to be visible and if subsidized, 
more likely to be stigmatized in the smaller centre. In the absence of the 
demand pressures in highly urbanizing areas, inflation is not likely to be a 
serious problem in the smaller centres. Yet, these are the areas where institu- 
tional lenders are least willing to advance funds and where purchasers are 
therefore compelled to seek more expensive credit from non-institutional 
lenders. 

An argument might be made, then, for a program of assisting low 
income households to purchase existing single family units in those cities 
where there are adequate supplies of existing units priced more cheaply than 
new ones. This principle is at the root of the 1966 NHA amendments per- 
mitting direct lending for existing housing. As is the case in rural areas and 
small towns, institutional lenders are usually unwilling to lend on existing 
units in centre cities. Savings to low income households can be obtained by 
lending to them at the preferred lending rate (rather than at almost market 
rates as at present) and for longer terms than they are presently able to obtain 
from non-institutional lenders. The difference between an effective rate of 12 
per cent and one of 7 per cent may amount to as much as $40 or $50 per month 
in carrying costs. Assistance of this kind should not be viewed as an alternative 
to rental housing programs, but as a method of alleviating the financial 
problems of households who would purchase existing housing in any event. 
The issue then is, having met production goals for low rental housing, how 
much assistance of this kind can be given within budgetary constraints. 

Even if budgetary limits prevent lending for existing housing, there are 
a number of steps which the federal government can take to improve the 
borrowing position of potential low income homeowners. First, it can press 
NHA lenders to increase their lending for existing units. Only trust and loan 
companies put in the area of 40 per cent of all funding into existing units; 
bank and life insurance companies put only 20 per cent into used housing. 
If moral persuasion is not successful, then it may be necessary to turn to 
regulation. 

Second, to make lending for existing units and in smaller centres more 
attractive to institutional lenders, we suggest that the present NHA provisions 
for mortgage insurance be replaced with value insurance, a standing offer by 
the federal government to purchase NHA housing at the value of the unpaid 
mortgage debt outstanding. It appears that the present coverage against fore- 
closure is not an adequate inducement to lenders in those cases where they still 
perceive a substantial risk. Substituting insurance of the value of the property 
for insurance of the purchaser’s promise to pay, would eliminate the long wait 
on the lender’s part (not uncommonly 18 months) that exists under current 
foreclosure procedures, and the costs involved in foreclosure litigation. It 
would also increase the mobility of labour in that the homeowner would not 
be locked into a home and would mean that borrower’s credit ratings were not 
destroyed as under foreclosure. In that several of the major determinants of 
housing value are quite beyond the power of the individual to influence, the 
change in techniques is justified. Declines in housing prices in areas of declining 
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incomes and/or population are clearly due to the general social forces involved. 
The causes of urban neighbourhood decay are also largely beyond any in- 
dividual owner’s control. Even where decline in value is due to latent defect, 
a case can be made for provision of protection. 


Third, as an alternative to, or in conjunction with the value insurance 
provisions, we recommend that the insurance provisions of the NHA be 
extended to cover second mortgages. That technique has proved quite success- 
ful in West Germany and would seem to be applicable to Canada as well. 


Chapter 8 


Rehabilitation 


The Federal Perspective on Rehabilitation 


Since 1944, The National Housing Act has been headed: “‘An Act to 
Promote the Construction of New Houses, The Repair and Modernization of 
Existing Houses, and the Improvement of Housing and Living Conditions...””! 
The equal rating given to the repair of existing houses has been eclipsed by 
the emphasis on new construction. 

The federal government in general and CMHC in particular have 
exhibited little concern for the condition of existing housing stock. Far more 
interest has been shown in increments to the stock, in the number of units 
started in any given year, and in the effect of that production on employment 
and the overall economy, than in steps to conserve and upgrade the housing 
which presently exists. 

This reflects a “growth positive” approach, a confidence that con- 
tinued growth is the solution to the nation’s housing problems. The answer 
to problems of deteriorated housing stock has largely been to tear it down and 
build anew. As early as 1950, the suggestion was made that public housing 
should be tied to a concept of proportional elimination, i.e. for every slum 
unit demolished a certain number of public housing units could be built. 

In 1956, the Minister responsible for housing wrote the President of 
CMHC indicating that the Government would prefer to approve rental 
housing projects recommended by provinces only if the projects were directly 
associated with redevelopment (demolition of existing units to be replaced 
with new construction). The President replied, reminding the Minister that :2 


In social terms the need for decent, safe and sanitary accommodation 
at modest rentals has no necessary relationship with demolition. 


While the Corporation thus clearly understood that the provision of 
decent housing was not necessarily tied to slum clearance, many of the projects 
built from 1950 to 1964 were associated with clearance activities. The urban 
renewal provisions of the National Housing Act during that period assumed 
that urban renewal simply meant clearance. It was not until 1964 that the 
Act was amended to provide for housing rehabilitation. 


1 Emphasis added. 
2 Memorandum, President to Minister, June 1, 1956. 
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Prior to 1964, the Act authorized the Minister to enter into an agree- 
ment with a municipality to provide a grant to help pay the cost of acquiring 
and clearing an area of land. The agreement had to state that the municipality 
would acquire and clear the area and then sell it either to a limited dividend 
housing company or to the federal-provincial partnership for the construction 
of a public housing project.3 

The 1964 amendment permitted the Corporation to pay one half of 
the cost of acquiring, and clearing or improving, lands and buildings in the 
urban renewal area. 

This provision, however, only permitted assistance for the improvement 
of buildings in an urban renewal area, and the assistance could only be paid 
where the building was acquired and improved by the province or municipality. 
This effectively prohibited the Corporation from making grants or loans to 
private individuals — even in urban renewal areas — for the improvement of 
their homes. 


The section also permitted the Corporation to insure loans made to 
owners of housing projects in urban renewal areas if :4 


(a) the housing project met the requirements — or when repaired or 
improved would meet the requirements — of an urban renewal scheme 
for an area acceptable to the Corporation; and 


(b) the housing project met the Corporation’s housing standards. 


The purpose of this sub-section was not clear. It was uncertain whether 
it applied only to purchase, or purchase and repair, or whether repairs alone 
were permitted. Activity under the section was minimal and it was repealed 
in 1967. 

From the time the section was passed in 1950, very few provinces were 
interested in assisting the improvement of existing dwellings. Most were 
concerned with clearance and redevelopment. Only Quebec appears to have 
shown an interest in substantial residential rehabilitation.5 


Apart from the urban renewal provisions, the Corporation could not 
make loans for the improvement or alteration of housing. Section 28 of the 
Act provides for the guaranteeing of home improvement loans made by a 
bank or an approved installment credit agency. Since that section was not in 
Part I of the Act, however, the Corporation could not make a direct loan 
under section 58, where a bank loan was not available.6 


Had the federal government been interested in conserving and up- 
grading the existing stock, it would have been a simple matter to have section 
28 transferred to Part I of the Act. That has not been done. Instead, section 6 
(the approved loans section in Part I) was amended in 1969 to provide that 


3 The National Housing Act, 1954, Section 23B(1). 

4 Tbid., Section 23D(1) (a) and (b). 

° See: Urban Renewal Review, Task Force on Urban Assistance, CMHC. 

8 Section 58, NHA 1954, provides that where, in the opinion of the Corporation, 
a loan is not being made available to a person pursuant to Part I, the Corporation 
may make such a loan. 
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insured loans could be made to “assist in the purchase or improvement of an 
existing house.”’ 

The change appears to have gone unnoticed. Banks continue to lend 
under section 28. No other approved lenders appear to be making any insured 
home improvement loans. The CMHC desk book and information pamphlets 
have not even mentioned the change, let alone emphasized it. No direct loans 
for home improvements only have been made under section 58. 

The lack of federal action is accentuated by a drastic reduction in 
activity under section 28. From 1955 to 1959 approximately 31,000 loans per 
year were made, from 1960 to 1964 approximately 24,000 loans per year were 
made, and from 1965 to 1970 approximately 13,000 loans per year were made. 
In the last three years the approximate number of loans has declined from 
10,000 to 9,000 to 7,000. There has been no concern regarding the decline and 
no attempt has been made to investigate its causes. 

Even more important has been the inability of the federal housing 
agency to make grants for housing improvements. In 1965, the Advisory 
Group of CMHC recommended that grants be made available in rural areas, 
designated growth centres and on the fringes of metropolitan centres. As with 
the majority of the recommendations in that report, the government refused 
to act for reasons of cost. 


Rehabilitation and the Other Low Income Housing Programs 


There has traditionally been a similar lack of concern with existing 
housing in the implementation of major CMHC programs. Although as early 
as 1960 it was realized that existing housing could be used to assist low and 
moderate income households to attain homeownership, it was not until 1966 
that the Act was amended to permit direct loans on existing housing. Except 
for 1969 (when approximately one third of the loans were for existing units), 
lending under section 58 remained heavily weighted in favour of new con- 
struction. In 1967, loans for existing units accounted for less than 10 per cent 
and in 1968 and 1970 for less than 20 per cent of lending under that section.7 

Section 40 loans for existing housing may include the cost of im- 
proving or rehabilitating the unit being acquired. How much of the loans for 
existing housing went into rehabilitation is not clear since the available data 
do not segregate acquisition and repair costs. 

Under the public housing program, as well, very little use has been 
made of existing housing. In 1965 and 1966, Ontario relied heavily on the 
acquisition of existing units in order to achieve a quick start in the provision of 
public housing after the establishment of the Ontario Housing Corporation. 
Since then, however, a similar interest has not been demonstrated by any of 
the provinces despite the fact that it is clear that the cost of existing housing 
(and, therefore, subsidy levels) would be lower than the cost of constructing 
new houses. 


See Table 1, Chapter 7. 
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The reason for not using existing units appears to be the same emphasis 
on starts and their effect on employment and growth. It was only at the 
specific insistence of the Minister that the technique of leasing existing housing 
was introduced. The Corporation’s general instructions point out:® 


Until the present, it has not been the policy to consider contributions 
to operating losses for accommodations secured by a lease . . . this 
technique does not add to the housing stock. Nevertheless, where there 
are a reasonable number of vacancies on the market it can provide 
some immediate relief as well as an opportunity for low income families 
to achieve a greater feeling of greater individuality and anonymity. 


Growing Pressure to Use Rehabilitation 


In the past several years, the Corporation has become increasingly 
concerned with rehabilitation. This concern is a response to pressures that 
have resulted from both the programs and initiatives of other departments, 
and complaints from citizen groups that have become increasingly disaffected 
with the continued emphasis on redevelopment, whether public or private. 

The first government initiatives to which CMHC responded were the 
ARDA and FRED programs, which aimed at comprehensive rural develop- 
ment planning. These programs antedated the present DREE approach of 
abandoning the rural areas and preparing growth centres to receive rural 
migrants. 

At the 1968 federal-provincial meeting on housing and urban develop- 
ment, CMHC announced that it would seek legislative authority to permit it 
to make home improvement loans in designated FRED centres. These would 
be aimed at encouraging low income families to provide themselves with 
adequate insulation, space, heating and sanitary arrangements, etc., within 
the framework of minimum property standards. The loans would include a 
forgiveness feature of the lesser of 25 per cent of the loan amount or $1,000. 
Losses would be shared between CMHC and the province. Although the 
dwellings would have to be brought up to a minimum standard, this need 
not be done in one operation, and successive stages of repair would be ac- 
ceptable. Consideration would be given to loans of this type to the owners 
of rental property (as well as homeowners), provided that the landlord was 
prepared to enter into a commitment controlling the rent of the premises for 
a minimum of three years. 

None of the recommendations made at the conference resulted in 
legislation, and the suggestion of rural home improvement loans does not 
appear to have been pursued. 

A home improvement grant program has recently been instituted in 
Prince Edward Island. The program arises out of a FRED agreement made 
with the province in 1969. Assistance is available by means of‘ home improve- 
ment grants of up to $1,000 or 50 per cent of the cost of labour and materials, 


* General instruction 330. June 27, 1969. The change was intended to implement 
one of the recommendations of the Hellyer Task Force. 
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whichever is the lesser. Grants are available to Owner-occupants of dwellings 
that require the installation of basic services such as heating, water supply, 
plumbing, electrical wiring, etc., or repairs required to bring the dwelling up 
to a basic minimum standard. There are no income limitations for eligibility, 
since the nature of the eligible items will generally confine the grant to low 
income families. 

The grant and its effects are being watched closely in the other Maritime 
provinces. In the light of the recent report of the New Brunswick Task Force 
on Social Development,’ similar programs will probably be sought by that 
province. 

Pressure is also mounting as a result of payments made under the 
Canada Assistance Plan. Under the provisions of that Plan, the federal 
government may enter into an agreement with any province to share 50 per 
cent of the cost of providing a person in need with shelter, which is defined 
under CAP regulations’? as any item necessary for the safety, well being, 
or rehabilitation of persons in need, including essential household equipment 
and furnishings and essential repairs, alterations and additions to property. 

Under those provisions, total disbursements to date of more than 
$1,667,000 have been made.'' The average housing disbursement is $870 and 
the average furniture payment is $670. Over half of these funds have gone to 
Newfoundland and New Brunswick, about $690,000 and $250,000 respectively. 
Considering the location of the low income population in these two provinces, 
it would appear that the aid is going primarily to rural and small town areas. 

The existence of the CAP program has caused some embarrassment to 
the federal Minister responsible for housing: letters from the Maritimes have 
come to him requesting assistance with housing repairs and renovations, and 
he has been compelled to refer them to the Department of National Health 
and Welfare. 

National Health and Welfare does not appear to have any clear policy 
or control over this aspect of the Canada Assistance Plan.'? It does not have 
a comprehensive statistical analysis of payments under the Plan. The federal 
government simply matches provincial payments for items covered. Utiliza- 
tion of this section of the Plan for housing rehabilitation depends upon the 
activity of provincial departments in this area. 

The existence of the Plan is presenting National Health and Welfare 
with several problems: requests have come in for the complete cost of building 
a new residence; financial and administrative pressures under the Plan are 
increasing and becoming difficult for the Department to handle. 


® Task Force on Social Development, New Brunswick, September 1971, especially 
pages 46 to 48. 

™® SOR/ 67:62, SOR/68:275. 

" Available data only records requests in excess of $500 each. No separate record 
has been kept for requests of less than that amount. 

™ The lack of control over the program is indicated by the fact that in order to 
determine the average payment made and the number of payments made in each 
province, it was necessary to examine every request on file to arrive at the 
required totals. 
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The consideration and approval of a request for assistance begins 
with the assessment of a particular case by a provincial social worker. The 
request is then forwarded to a provincial committee, and from there to the 
Director of CAP, NHW, Ottawa. A perfunctory review of the request to - 
make sure that it meets the technical conditions of the Plan and regulations 
is undertaken by a clerk and approval is then granted. Housing requests are 
not required to meet NHA standards. There is no budgetary control at the 
NHW review; the process is considered to be merely a monitoring one. 
‘‘Additions” to existing property are on occasion interpreted to include new 
buildings, provided the recipient is in need and owns the land concerned. 

A major question at the time the Canada Assistance Plan was drafted 
was whether money would be spent for the upgrading of housing that still 
would not meet NHA standards. Joint discussions were held between NHW 
and CMHC and it was eventually decided that the dominant philosophy 
would be that of “keeping a roof over the heads of destitute people’. It 
was further decided that NHA standards would not be applied; that there 
would be no involvement other than with people who actually owned the 
property in question and who were in need; and that no purchasing monies 
would be provided. In retrospect, it is admitted by officials of the Plan that 
it has proved to be only a stop gap measure. The very interim nature of the 
program may well be serving to reduce pressure on CMHC to cesten a com- 
prehensive rehabilitation program. 

If the NHA is amended and extended to cover the funding requirements 
in this area, then CAP could withdraw completely, as it would be required to 
do under section 5(2) of the Plan which prevents duplication of other programs. 
Preliminary investigation suggests that the program is becoming too un- 
wieldly for the CAP office, and that relief would be welcome. 

Another source of increasing pressure to develop a rehabilitation 
program is neighbourhood and ratepayer opposition to redevelopment, 
public or private. In the arena of urban renewal, it can be seen in the recent 
citizens’ groups active in Strathcona in Vancouver, the People’s Committee in 
Winnipeg’s urban renewal area number 2, and the various associations in 
Toronto’s Napier Place, Trefann Court, and Don Mount. Similar strong 
opposition to private redevelopment can be seen in the area south of St. 
Jamestown in Toronto, the Fairview slopes in Vancouver, and Milton Park 
in Montreal. 

In response to these pressures, several rehabilitation projects were 
funded in the 1970 $200,000,000 program. These included: The Social Housing 
Association in Sydney, Charest Fréres Ltée. in Montreal, the City of Toronto 
demonstration project, Kinew Housing Corporation in Winnipeg, and the 
Gastown-Cordova redevelopment project in Vancouver. The Montreal and 
Vancouver loans were made to entrepreneurs for $912,000 and $777,000 
respectively, the Toronto loan to the City for $1,500,000, and the Winnipeg 
and Sydney loans to community groups for $360,000 and $400,000 respectively. 

The major innovation in the City of Toronto loan was the abandon- 
ment of the previous position that properties had to be brought up to NHA 
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standards. Although there is no such requirement in the legislation, CMHC 
policy requires that loans on existing dwellings be made only where the units 
meet the NHA standards for existing housing. Those standards are not as 
stringent as the standards for new units, but they often require substantial 
and expensive alterations to units built at a different time and to different 
specifications than those which prevail today. Very few homeowners repairing 
their houses with their own funds would convert them as substantially as the 
standards require. The requirement appears to have contributed to the cost of 
rehabilitating units to be used for public housing in the few cases where that 
has been tried. In one of the early renewal projects in Ontario (Hamilton 
North End) it was necessary to drop the NHA standards requirement to 
achieve rehabilitation at a reasonable cost. 

Insistence on meeting NHA standards stems largely from concern 
with the security of the loan. If the Corporation has to foreclose or sell to 
realise on the security, it will be in a much better position if it has a unit which 
is in first class condition. This same concern has led to the requirement that 
all repairs be done at one time rather than in successive stages. 

Because of the success of the experimental projects and the increasing 
pressure for rehabilitation assistance, the Corporation adopted a project 
initiative and development policy in 1971. For the first time, Corporation 
personnel initiated contact with local groups and invited them to submit 
applications for loans for rehabilitation purposes. While a number of informal 
submissions were received, the initiative had very limited success. Of $100 
million budgeted for the program, only some $11 million was lent. 

Most of the groups contacted consisted of low and moderate income 
people who could not afford to borrow the required funds, even at the section 
15 rate. The requests have thus focused on grants and lower interest rates. The 
CMHC response to the requests has been that the Corporation is unable to 
provide assistance, except for groups located in designated urban renewal 
areas. For the Strathcona project, section 24(1)(a) of the legislation has been 
reinterpreted (one might say, strained) to permit the sharing of the cost of 
grants to residents to fix up their houses. 

Even in the limited number of cases where funding is possible, the 
requirement under the Act that the Corporation obtain a first mortgage on the 
property limits the amount of repairs possible with a given capital outlay. To 
effect $3,000 worth of repairs on a house carrying $15,000 in mortgages, the 
Corporation must lend $18,000. Of every $6 lent, only $1 would go for 
rehabilitation. The fact that CMHC is not allowed to lend on second mort- 
gages demonstrates once again the federal concern for maintaining a minimum 
risk position. 


The Key Issues 


In the second chapter estimates were made that between 500,000 and 
1,000,000 units need improvements if they are to provide decent, safe and 
sanitary accommodation, and that at least half a million units need structural 
work and heating and plumbing installations and repairs. 
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The chapter noted the high correlation between the age of dwelling, 
building defects and low income occupancy. Two-thirds of all units requiring 
major repairs, two-thirds without central heating and three-quarters lacking 
running water and flush toilets were occupied by low income households » 
(defined as the bottom two-fifths of the income band). 

There is a popular misconception that most occupants of poor housing 
are tenants, frequently in large multiple buildings. In fact, this is not the case. 
Even with the spate of high rise construction in metropolitan centres in the 
1960’s, more than 70 per cent of all Canadian households lived in single 
detached or single attached units in 1970. In 1966, some 63 per cent of all 
dwellings were still owner occupied. It is not surprising, then, to learn that the 
majority of all dwellings requiring rehabilitation are single family, owner- 
occupied units. 

Tables 1 to 3 reveal this clearly. In 1961, more than four-fifths of all 
units requiring major repairs, and lacking central heating and running water 
were single detached or attached. Similarly, some three-fifths requiring major 
repairs and more than four-fifths lacking running water were owner-occupied. 

These broad indicators undoubtedly understate the extent of tenants’ 
housing problems, in that they give no measure of the number of units in 
which those building services exist but are inadequate or perform irregularly. 
They do, however, lead us to believe that at least half the physically in- 
adequate buildings are owner-occupied. 

The second factor to be taken into account is the extent of the rural 
rehabilitation problem. Although rural households are only about one-fifth 
of the Canadian total, they probably inhabit in excess of one-third of all sub- 
standard buildings. In 1961, they had almost half of all units needing major 
repairs or lacking central heating, almost nine-tenths of those lacking running 
water or flush toilets, about one-third of those needing minor repairs. 

In rural areas, the problem is clearly one of single family dwellings, 
detached or attached, mostly owner-occupied. Even in urban areas, the small 
scale nature of the problem is important. Two-thirds of all urban units re- 
quiring major repairs and more than half lacking central heating were single 
family dwellings. More than two-fifths requiring major repairs or lacking 
central heating were owner-occupied. Half the rented urban units requiring 
major repairs or lacking central heating were single family. 


Any rehabilitation program must, therefore, have built into it a strong 
emphasis on assistance to low income owner-occupants and small non- 
professional landlords. 

We should acknowledge that the data relied on are national, and that 
in some areas, particularly the large Quebec cities, more attention must be 
paid to larger tenements owned by professional landlords. Those cases are the 
exception, however. 

Another crucial factor to be borne in mind is the location of units 
requiring repairs. In rural areas they are scattered, whether on farms or in 
small villages. Even in urban centres, however, they are not necessarily 


301 


‘SL dP L (E96 “SAC :eMeNO) aunuay puv addy Aq soustuaiovavyy Suman “6Z6-£6 ‘WD SAC :s0unog 


b's 6'0 p87'7Z 
raed 6'0 ISz‘Z 
I'L eae 696°7Z 
rey 0°Z 077‘S 
lvl 6°8 869°7Z 
16 O'SE C7P‘68 
8°6 6°€b €ZI‘ZII 
€ ZI bol Sbr‘9z 
$78 9°9€ 19b°€6 
b'6 6'9F 606611 
yA a> 


aouaplouy —-uolngi4jsiqg: — saquiny 


4ioday 4oloy fo paau ui S8UI]JaMG 


brb‘tr 


689°0€ 
SPS‘tr 


PET EL 


L66 091 
9€0'S86 


€LO OPI‘ 


L66'P IZ 
8Z0°6S0'T 


SZO'PLT'T 


ssuyjang fo 
AIQUINN] 1010 


Vel 
tT as 


mt 


AN NHN DAO WO Nan 
a PEN) Ci CEN 


_ 


7% 


7 


a2ueplouyt =—-uolngijsiq:  daquinny 
41oday 40fow fo paau ut s8uyjamg 


9F8 ‘Or L8Z‘T16 
T88‘P LOE‘L6I 
87L ‘Sb bS9‘Z0l‘T 
98S‘El SOI‘ILI 
9SI‘S €6S‘091 
ThL‘SI 669 IEE 
O7L‘bZ 6L6 0SZ 
PLI‘9r 68h 18ST 
b68‘OL 89P°ZE8‘T 
LOT‘6L 606‘€EE'T 
8EE9S 65S ‘9b6'T 
COS‘SET 89h'087'€ 
ssuyjang fo 
4dquUINAT 10]0 [| 


(000°T 4apul) wuiny-u0K puv win.z joany 


1961 — MIvVdda YOLVW AO CHAN NI SONITTAMC AO NOILAGIULSIG 


[ qv 


(000‘T 424Q) uvoqin 


Seyi 
SARs SUM Cy a 


Bat he yuoWIedy — 


ieee We neyany = 
eres hou gy 


“payoeny a8urg — 


ania ee eniayy 
neta a nog 


“**"peyoejeq s[surg — 


te yi a 
Oe iy ie 


"os ssurlaaq Irv — 


302 


“ST 19R.L “(E961 ‘SAC :eMENO) SosHasovADYD Surjjanq SVG “EZS-€6 WD SAC *A9UNOg 


9 O77 LG TSp'8L IL SPL‘OST PIGISe. acs ce sec Nee ae ae Sa ai ee 000'¢s Jopun 
9 191°6 07 8L0'0€ PL LETOII 9LP'6rl det Sai Suge te hae ee 666°6 — 000°S 
9 €S6'b1 07 7TZI'PS pL E87 C61 SCE Coe ere a aed os patina Gat =: 66667 — 000°01 
g 88717 61 609°08 OL OSE ‘9ZE BVECSC ac te ete ee a eg cr aes ee 66666 — 000°0€ 
Ly €86°L9 91 pel lee 18 €Pe'689'T MAG OSiheee. ec ee wae a J9A0 puke 000'00I 
b Sos‘S€l gI SOO'SLS gL 866'69S'Z QOPORTIE cette r net Ee eNe eee e ses eneateeaeeceneenae ss urqiQ 
6 Z69'L 97 ELT bIZ 9 Les‘zEs Fiptyyg | SE wedi cane WEN ERs VAD sigs 8 5 Os Conn ses tuieJ-uoN 
6 Lsv'tp If SLILEI 09 SIT OLZ Coe Bip SURI CRS OP Seen a RANE 8 eg eee eee wie] 
6 606'661 97 IShISe €9 699°Z08 RTT oh Tea ee jeany 
9 pIP'SZZ 0z 966976 bL €Z9'ZLE'E Sipe yn whee Ranek nh CF amen neces wie ees eS roe RR RIS epeur) 
x% ‘ON ve ‘ON : wd a ON , = 2 
dioday 4ofow Aipday soul dinday pooy ]D10L AJI]DIOT 


8ujang fo uolipuoy 


1961 — DONITIAMG AO NOILIGNOD GNV NOLLVOOT Ad SONITTAMCG AO NOLLONETALSIC 


€ AGL 


303 


60S L‘0 ISt‘TI 
9°9P L‘0 8156 
8° 8b bl 67L‘0Z 
L’LY Ol 7S9'b I 
CPs 9° ILT‘€Z 
9°1¢ hy 4 €78‘LE 
6°79 8°9 OIZ‘IOI 
L°9¢ L°L€ = €oS‘RSs 
9°L¢ Str  €IL‘6S9 
¢'6S 68 986‘/TI 
b°9¢ €'OP 66€‘'L6S 
6°96 6-8b = S8E°SZL 
% /o 
IIMAPIOUT uo1jng ‘ON 
“1MISIG 


ao0UAN INOYIUM SSuljjanq 


‘08 PIGRL ‘(E961 ‘SAC :eMe 


t 9 €°0 I8¢‘l $°6C 8°6l 
Sol ae) O91'Z S°07 L°é 
b'8 L‘0 SPs‘E 1 0€ a & 
8° Fl 6°0 bES‘b b'Ov L’v 
6 €C OT b80'0I col 81 
6°61 6"<¢ 06S‘FI L’8Z v9 
6 6£ O'¢l L9IZP9 Ove 8°¢ 
6 St taubh SOL*ESE cSt E91 
8°9£ Cc b8 CL6‘LIP & ot 6 17 
RS ie | LOL‘L9 9°€£ c Of 
I'se€ O'SL 9ZI'ZLE 6 SI 6 0c 
SPE L 88 £68 '6Eh E $2 IIs 
7% 7% %o /o 
auaplouyt —-uoljng ‘ON © | Qouapiout ~—suoling 
-141S1Q -1ISIG 


AID AA INOYIIM Ssuyjamng 


PIDUAN INOYJIM SSuIjang 


NO) anual puv ada Aq SONS 


MAIDADYY SUTIN “67S-€6 “WD SAA :aOUuNnos 


$68°767 €'0 8°0 6£6'€ 
66£ Ob 0'0 10 OSr 
bOT ELE v'0 6'0 68E‘b 
180°69 8'0 €'0 OIE] 
1p0‘9Z Fig z'0 OOI‘T 
TZ1‘S6 L‘0 ¢'0 91P'Z 
8IP‘ss c’€ ia | 6£L‘8 
69 6E7 Gar at I86°S€ 
bv90'STZE b'Z 0'6 O7L bb 
089'Lbb vl 9°¢ €LO'8T 
LOZ60€ 0'Z Ce PIZ8E 
L88°9SL to i L8Z‘9¢ 
‘ON aUapIUT uo1jnqg ‘ON 
“141SIG 


4IIOAA INOYIUM Ssuyjamg 


(000‘T 4apuf)) wanz-uoKNy pup UidDT [DANY 


1961 — HOVNANA GNV YALVM LOOHLIM SONITTAMG HO NOLLOGIMLSIC 


ees 


(000°T 424Q) uvqunQ 


fees ernasigy 
Eran aihigy as 


aie wont & ‘yuouIeEdy — 


Fae peti see 
1299 DOING — 


“poyoeny ojsurg — 


299 DUO — 
178? = DOUAC — 


“*payorjoq ssulg — 


8996s ponayy — 


pre ee  DeIMO — 


"7+ sBur[amp [Ty — 


304 


clustered in single blocks or even sections of a city. Our review of a number of 
urban renewal studies shows them to be dispersed throughout older, centre 
cities, albeit in small pockets. Others are located on the rural fringes of 
developing metropolitan areas. If a rehabilitation program is established, ° 
care must therefore be taken to avoid the pitfalls of area designation, as seen 
in the urban renewal program, which required the designation of a specific 
area to be cleared or improved. What is required is a policy of universal 
assistance for households qualifying for it, with the possibility of additional 
help where more comprehersive efforts are intended to upgrade community 
services and facilities, as well as individual houses. 

Most units requiring rehabilitation are occupied by low income house- 
holds, frequently owner-occupants, in rural areas, city cores, on metropolitan 
fringes and scattered through cities of all sizes. We have two basic choices: 
continue the existing policy of allowing the units to deteriorate to the point 
where they must be replaced and do nothing to improve them in the interim 
— or move to conserve and improve existing stock which is worth saving. 

Doing nothing appears to have the great advantage to the public purse 
of costing nothing. That advantage is illusory. Against an immediate expense 
of perhaps three or four thousand dollars to repair a deteriorating house 
immediately, there is the possibility, in a short time, of having to spend 
fifteen or twenty thousand dollars to erect a new unit, perhaps more de- 
pending on the acquisition cost of the existing dilapidated one. Not all of the 
larger sum will be spent, as some of the cost will be recovered from rent. 
(But then, government may not have to foot the entire rehabilitation bill.) 
Nor will it all necessarily be spent by government, as private redevelopment is 
also possible. (In which case, new decent units will be built, but not for 
existing residents.) Whatever the cost to government, there is the clear cost 
to society of producing new assets to replace ones allowed to waste, when 
minimal repairs would have sufficed. 

Attempting to do a cost benefit analysis of rehabilitation versus 
redevelopment leads one into a mare’s nest. Basic cost data is lacking. There 
are too many variables. Social costs like those involved in destruction of 
neighbourhoods and forced relocation cannot be calculated. 

The most obvious social cost is the burden imposed on households left 
living in inadequate housing, as many as one million of them. If we aspire to 
a goal of equal access to decent housing for all Canadians, what possible 
reason is there for waiting until poor housing becomes intolerable? The cost 
of acting now? We have seen that the cost of present versus future action 
cannot be weighed. From our present state of ignorance we can clearly state 
that we do not know that it will cost more to rehabilitate now than to rebuild 
later. We strongly suspect the opposite to be true. And if it does cost more, is 
that a sufficient justification for inaction? | 

We have no difficulty answering the question and are led to recom- 
mend the immediate implementation of a program of universal grants to low 
income owner-occupants and small landlords, and of preferred loans to larger 
landlords. 
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A Program Proposal 


Because the need for a rehabilitation policy is so great and its develop- 
ment so long overdue, we set out in detail below a proposed program dealing 
with rehabilitation and conservation. 


CRITERIA, COSTS, STANDARDS 


Criteria — Funds should be available for the installation or repair of 
structural, plumbing, heating and wiring services for any house that has a 
reasonably useful life after the repairs are made. Any definition of useful life 
will be somewhat arbitrary and we adopt the English measure of fifteen years. 
An investment of the relatively small sum required for repairs against the cost 
of demolition and replacement leads one to choose a relatively short period. 
Useful life would be defined in terms of the life of the building structure and 
in terms of government plans for the community in which it is located — if 
an outport village is to be moved immediately, or an area slated for demolition 
shortly, then the building does not have a useful life. 


Costs — Maximum costs and funding should be established for each 
item of installation or repair. The installation of a new heating, plumbing 
or wiring system should not cost more than $1,000 each, for an average house 
in a large urban centre. In rural areas, where high labour costs are not in- 
volved and self-help could be used, costs could be considerably lower. They 
would clearly be less where repairs rather than new installations were required. 

The cost of structural repairs and installations is more problematic. 
Envisaged here are roofs, exterior walls, windows and storm doors, floors, 
interior walls, stairs, etc. Funding should not aim at completely gutting 
and rebuilding the unit but bringing it up to minimum levels of safety, etc. 
In order to control costs, maximum funding per item and for all items could 
be adopted. Maximum allowable cost for all structural repairs might be 
$2,500 and for all structural and other systems $2,500 plus $1,000 for each 
of the other three systems. 

Legislation would be enacted introducing these as initial limits, either 
by statute or regulation. Subsequently, schedules of cost could be established 
on a regional and/or metropolitan basis and limits established upward as 
required. 


Standards — All that is contemplated here is bringing housing up to 
decent working condition, not to the standard of a new, second-hand house. 
Standards should be broad general performance requirements, not detailed 
technical specifications. 

While it is desirable to bring all housing up to these standards im- 
mediately, it is recognized that limits on governmental spending make this 
impractical. It will be necessary to phase the program over time. Government 
should similarly recognize that, unless it provides 100 per cent of the funding, 
it is impractical for the household to make all the repairs or installations at 
one time and it should be permitted to make them at its own pace and ac- 
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cording to its own set of priorities. If an adequate heating system is more 
important to it than a leaky roof, it should be permitted to do only the work 
necessary to reach that objective. 


FUNDING MECHANISM — HOMEOWNER GRANTS 


Market rate loans clearly will not work for low income households. There are 
only two real choices: grants and/or low interest or interest-free loans. 

We can surmise that no one (who was not an eccentric) would live in a 
house without heat, running water, etc., if he could afford not to. Low income 
households annually put whatever money they can spare into upgrading 
their units. 

The simplest solution to the problem would be to give them the money 
to do the necessary work. If we recognize that housing is social capital, as 
much as schools or roads, and that much of the existing stock will continue to 
be used long after its present owners and occupants are gone, then it makes 
sense not to rely on the ability of the present occupant to preserve that social 
asset and for society to underwrite the work if necessary. 

What objections are there to society paying for all housing improve- 
ments to a minimal level? 

First, there is the possibility that money will be given to large slum 
landlords who already make an unconscionable profit from substandard 
housing. We will deal with the rental situation below and confine our remarks 
for the moment to grants to homeowners. Secondly, there is the possibility 
that grants would go to people who can afford to do the work themselves and 
that it is wasteful of society’s resources and inequitable to other owners who 
do look after their property to give money to those who can afford to do so but 
do not. Thirdly, it is sometimes suggested that an owner could take the grant, 
improve his house, sell shortly thereafter and pocket an immediate profit. 

The second argument, that grants might go to those who do not need 
them, is not persuasive in the light of the data. Relatively few people who can 
afford to live in decent dwellings forego the opportunity. The small possibility 
of a windfall to them does not warrant the imposition of a means-tested loan 
for those who cannot afford decent shelter. The price of preventing windfalls, 
in the absence of strong and effective code enforcement, is further deterioration 
of the limited number of inadequate units occupied by the middle class. 

Nor is the argument that the low income householder can immediately 
sell his home and reap a windfall profit particularly impressive. The elderly 
and rural households are clearly unlikely to do so. Nor, in the light of the 
shortage of cheap substitute accommodation, is it likely that many other low 
income households will sell. There may be some risk that speculators will buy 
old houses and seek grants, intending to fix up and resell the units at a profit. 
To cover this eventuality, it could be a condition of the grant that it (or a 
proportion. of it) be repaid if the owner sells within a five-year period. 

Alternatively, means-tested grants, or low interest, or no-interest loans 
could be provided. Any one could be on a sliding scale, with the amount of 
grant or loan (and the interest rate) sliding with income. This would have the 
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advantage of reducing program costs and excluding persons who were not of 
low income. It would, however, have the disadvantage of the stigma of a 
means test. 

Loans would have the added advantage to the public purse of leaving 
the capital recoverable, probably on sale or at the death of the owner. There 
are a number of drawbacks, however. Foremost is the demonstrated un- 
willingness (perhaps aversion) of some low income persons to undertake more 
debt. The elderly and rural households come to mind immediately. Even if 
repayment of capital were postponed and.interest rates low, they might still be 
unwilling to borrow. Administration of loan applications and repayments 
would be more costly. 

The question of standards would once more arise. Higher standards 
are a concomitant of a loan program, as they ensure the repayment of the loan. 
Finally, the Corporation would have to be prepared to take a subsequent 
encumbrance, whether by way of mortgage or lien rather than a first mort- 
gage position, or the prior encumbrancers would have to be prepared to waive 
their priorities in its favour. A waiver might not be too difficult to obtain in 
the case of an ordinary first mortgage, as the work would frequently improve 
the mortgagee’s security. position over and above the cost of the work done. 
But where a property is heavily mortgaged, perhaps carrying even third mort- 
gages or encumbrances, with the possibility that those are inflated by way of 
bonuses, it may be impossible to obtain a waiver and the Corporation might 
be unwilling to accept a subsequent position. 

Between the three options of unconditional grant, means-tested grant 
and means-tested loan, we recommend the unconditional grant on the basis of 
administrative simplicity, acceptability, and absence of stigma. 


FUNDING MECHANISM — RENTAL PROPERTIES — 
SMALL LANDLORDS 


For rental properties, the choices appear to be between regulation and 
enforcement of code standards, grants, loans, or a combination of code 
enforcement and one of the other two financing mechanisms. 


A substantial number of these rental units are single-detached or 
attached as we have seen. Of all rental units in Canada in 1961, some 40 per 
cent were single-family detached or attached. (The pre-1961 stock is the most 
relevant, as it contains virtually all of the units requiring rehabilitation.) There 
are no hard data on the ownership patterns of these houses. Some are un- 
doubtedly held by owners who operate considerable numbers as an investment. 
Others are owned by professional developers and speculators in anticipation 
of redevelopment. (A substantial number of rooming houses probably fall in 
this category.) Maintenance and repair expenditures on these are kept to a 
minimum. We suspect that the majority are held by small holders. Apartments 
needing repair also range from flats over a store, to duplexes, triplexes and 
fourplexes, to tenements and high-rise buildings. The smaller units are likely 
held by small landlords. 
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The American experience has been that many absentee owners “are 
relatively small holders, owning perhaps two to a half-dozen parcels. Their 
early dreams of substantial profits have disappeared, some of them indeed are 
owners by inheritance rather than by design. They have little confidence and . 
decreasing interest in the maintenance and upkeep of their parcels. What is 
required is a takeout mechanism, i.e., a purchase or resale methodology which 
will permit such structures to move into more interested and/or perhaps 
stronger ownership patterns.”!3 

Code enforcement has not been particularly successful in dealing with 
the problem, either here or in the U.S. Administrators, politicians and courts 
have been unwilling to compel owners to increase their investment in a 
building without the expectation of an increased return. Municipalities, even 
where they have the power, have been leery of undertaking the repairs them- 
selves. And if improvements are made, and the traffic will bear it, rents rise 
and living conditions improve at the expense of an even greater portion of the 
low income households’ budgets. 

Some additional funding, together with protection against increased 
rents, appears to be required. Should it be by way of grant or loan? The 
advantage of a grant scheme is that the only additional cost of operating the 
building will be increases in maintenance costs and in property taxes (unless 
legislation exists, as announced in Ontario, providing for tax abatements). In 
exchange for a grant, an agreement could be obtained not to raise the rents, 
except to cover proven increases in those costs. If loans were made at market 
rates or even the section 15 rate, it might be necessary to allow rental increases 
to cover increased debt charges as well. To obviate that possibility, further 
subsidization of the rate might be permitted. The interest rate subsidy would 
vary with the rent level set, rather than with the owner’s income. 

There appears to be little to choose between the two methods. The 
immediate capital requirements for the grant must be balanced against the 
annual subsidy payments. It is possible that owners would prefer not to incur 
further liability by way of loan, particularly if return for the investment would 
be tied, and that under a loan arrangement, rents might have to be controlled 
for a shorter period of time. We therefore recommend that for landlords 
operating less than four units, grants be made available. 

Grants would be particularly helpful to non-profit groups, 1.e., co- 
operatives, non-profit corporations and municipalities intending to purchase 
existing stock for non-profit housing purposes. As noted above, many small 
landlords may be looking for a purchaser to take them out. Proposed tax 
changes will render rental buildings a less attractive investment to persons 
with other income looking for a tax shelter, as they will no longer be able to 
deduct losses produced by deductions for capital cost allowance or interest 
payments from other professional or business income. This will reduce 
profitability and perhaps willingness to keep up the units. Municipalities and 


13 G. Sternlieb, “Abandonment and Rehabilitation: What is to be done?” in Papers 
submitted to Subcommittee on Housing Panels, Committee on Banking and Cur- 
rency, House of Representatives (Washington: GPO, 1971), pp. 315-17. 
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non-profit groups should be encouraged to acquire these properties (regard- 
less of size) by preferred loans for acquisition and rehabilitation grants. 

Should the grant or loan be for 100 per cent of the cost of the work, or 
for some lesser percentage? DBS Expenditure Surveys reveal that low income 
homeowners expend a relatively greater amount of their income for repairs 
and maintenance than the upper income groups and they are still unable to 
upgrade their homes sufficiently. Those households will still be prepared to 
spend those sums if a grant is available, particularly if the work can be phased 
over time. 

While some households will be unable to make any expenditures, we 
feel that grants to homeowners should be set at the level of 24 of cost. This 
should represent roughly the cost of materials. In rural areas, where half the 
units to be rehabilitated are located, most households could provide that 
labour and would be willing to do so. In urban areas, it will also be possible for 
the homeowner to do some of the work himself, although some will not have 
the necessary skills. In some cases, municipal by-laws will require that the 
work be done by a licensed plumber or electrician. Where the owner is unable 
to perform the work, it may therefore be necessary to provide loans at the 
preferred lending rate for the balance of the cost. The requirement that either 
labour or some capital (albeit borrowed) be provided will ensure that the 
program does not appear to the recipient to be a giveaway. The improvements 
will be the result of his own efforts. The required contribution may also 
induce restraint in individual decisions on the cost of the improvements made. 

In areas where a strong rehabilitation effort is desired as a companion 
to one of the suggested urban assistance programs, grants could be increased 
to 4/5 of the cost of the work. Similar increases could be applicable in rural 
improvement areas, should the government decide to return to that approach. 


FUNDING MECHANISM — RENTAL PROPERTIES — 
LARGER LANDLORDS 


For owners of more than four units, this report recommends that the loans be 
for 90 per cent of cost and at the preferred lending rate, in exchange for an 
agreed 10 year lock-in on rents. In the case of professional landlords with 
larger projects, further subsidization by way of grants or reduced interest rates 
below the federal borrowing rate should not be considered. The availability of 
preferred loans should be a sufficient impetus to administrators and courts to 
firmly enforce housing codes. We see little justification for subsidizing in- 
vestors to carry out their legal obligations under municipal housing standards 
by-laws and, in a number of provinces, provincial Landlord and Tenant 
Legisiation. 

Owners of small multiple projects should have the option of taking the 
two-thirds grants or 90 per cent loan. 


ADMINISTRATION 


Ideally, these programs should be administered at the municipal level, in 
urban areas. There are at present a limited number of municipalities with the 
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capability to do so. Examples of these are Montreal, Toronto and Ottawa. 
They should be given responsibility for program implementation immediately. 
In other centres, until such time as municipal capability is developed, the 
CMHC branches should disburse the funds. They presently exist throughout the 
country and have the necessary expertise and it makes little sense to await the 
development of that capability at the provincial level. A major rehabilitation 
thrust is long overdue and should not be delayed until the provinces, which 
have shown little interest, are ready to move. Experience in the public housing 
field shows that the provinces will be less willing than the federal government 
to transfer authority to (or promote the competence of) municipal government 
in this area. 

In rural areas, both the federal and provincial governments now have a 
limited presence, although the branches of CMHC are probably the best 
starting point. It is in these areas that the administrative costs of the program 
are likely to be greatest. As a result, the provinces might not be too eager to 
administer the program. Even if they do insist on authority for program 
implementation, there is the problem of start-up time and the possibility that 
they will not actively push the program. The ideal solution might be a joint 
effort in rural areas. In both the Maritime and Prairie regions it might be 
possible to organize joint efforts by the federal government and a number of 
provinces to pool staff resources and expertise. 


RESPONSIBILITY FOR PROGRAM COST 


We recommend that the entire costs of grants, subsidies and loans be borne by 
by the federal government. It has the most progressive tax base and_ there are 
substantial redistributive elements in the program. 

Federal responsibility will prevent the channeling of most of the funds 
to the residents of the wealthier provinces which can afford to match grants. 
At least for rural areas, there is a strong regional equalization aspect to 
rehabilitation. 

The administrative costs of the program will be greater than in the 
case of ordinary loans. Houses will have to be checked initially for eligibility 
and amount of grant or loan. They will have to be checked on completion 
before a final payment is made. Much effort will have to be given to publicizing 
and explaining the program to low income households. Counselling would be 
advisable to steer them to reputable contractors and ensure that only work 
actually required is done, i.e., no new roofs where reasonable repairs would 
suffice. 


COST OF THE PROGRAM 


Our rough estimate is that there are 500,000 units each requiring structural, 
plumbing and heating installations or repairs. The same figure is assumed to 
hold true for the case of wiring. In 1961, 76 per cent of units lacking heating, 
87 per cent lacking plumbing facilities and 80 per cent requiring major struc- 
tural work were single family. We therefore assume for costing purposes that 
80 per cent of all units requiring rehabilitation will either be owner occupied or 
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occupied by landlords owning fewer than five units. We also assume that over 
the next decade, less than half of all eligible owners will apply for grants. The 
English experience with a similar scheme was that over twenty years one- 
quarter of eligible owners applied. 

With two-third grants for necessary work, the maximum structural 
grant will be $1,666 and the maximum for other services will be $666. Total 
grants would be: 

Structural 200,000 x $1,666 = $333,200,000 
Heating 200,000 x $ 666 = 133,200,000 
Wiring 200,000 x $ 666 133,200,000 
Plumbing 200,000 x$ 666 133,200,000 

$742,800,000 
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To that should be added 
approximately 20 per cent 
for administration 150,000,000 


$892,000,000 


That is approximately $90 million per year. 


Loans to landlords for 90 per cent of cost on 50,000 units would total: 


Structural 50,000 x $2,250 = $112,500,000 
Heating 50,000 x $ 900 = $ 45,000,000 
Wiring 50,000 x $ 900 = $ 45,000,000 
Plumbing 50,000 x $ 900 = $ 45,000,000 
$247,500,000 
That is approximately $15 million per year. 


Loans to owners eligible for grants, if one-quarter also obtained loans, would 


pals 90% x % of $371,000,000 = $83,500,000 
(4, of total cost) 
That is approximately $8.5 million per year. 


Maximum annual program costs would therefore be about $90 million 
per year in grants and $23.5 per year in loans. 

These figures are of course intended as rough indications of the max- 
imum cost of the program. In that 80 per cent may be a high figure for 
households eligible for grants and SO per cent might be high for applications, 
costs could be considerably lower. 

If the federal government is to administer the program in some areas 
and encourage provinces and municipalities to undertake administration in 
others, some arrangements will have to be made for the sharing of admin- 
istrative costs, where one of the other two levels of government is prepared 
to undertake program implementation. Otherwise, they may be prepared to 
leave administration with the federal government. Relying on the precedent of 
urban renewal, we suggest that where urban municipalities or- provinces 
assume that responsibility, or where it is shared, the federal government 
should pay 50 per cent of the administrative costs as well. 
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HOME IMPROVEMENT LOANS 


The grants and loans proposed would only bring houses up to minimum 
standards of shelter. Decent housing is more than shelter. Loans should be 
available to low income homeowners and to landlords providing low income 
housing, covering the same type of improvements as those possible under 
Section 28 insured bank loans. 

The CMHC pamphlet describing those loans points out that they are 
available for the following: the improvement of heating, light and power and 
plumbing systems (as well as installation and repair); repair or improvement 
of built-in cooking, domestic refrigeration and garbage disposal equipment; 
painting, paper-hanging and general decorating, including an over-all floor 
covering or carpet made, cut or prepared to fit a particular room, but excluding 
such items as curtains, drapes and rugs; the purchase, construction, installa- 
tion, repair or improvement of fences; the construction or repair of private 
driveways, roadways, sidewalks or curbs and landscaping of a permanent 
character; the sinking, making, installation, or repair or improvement of 
wells, and all types of water supply systems for the home. 

CMHC presently has the power to make loans for this purpose under 
section 58. No direct loans have been made for home improvements except 
where they are undertaken in conjunction with the purchase of an existing 
house. The legislative authority should be exercised and loans should be made 
at preferred interest rates for the improvement of low income housing and 
their availability made known to the public. 

The objectives of such a lending program would be: to improve access 
to decent living conditions (and not merely minimal shelter) for all Canadians; 
to reduce the burden on low income households who must now pay excessive 
interest on short term loans made by finance companies, material suppliers 
and assorted loan sharks; to provide some measure of consumer protection to 
low income households by information services regarding the need for im- 
provements, extent of work required and reputation of the contractor; to 
promote neighbourhood housing conservation, by upgrading the appearance 
and exterior condition of housing in the area and thereby maintaining or 
restoring confidence in its vitality. 

A very strong response to such a program can be expected: 20,000 to 
25,000 loans per year might be made. A loan ceiling of $2,500 per unit, a 
lending ratio of ninety-five per cent and a repayment term of twenty years are 
suggested. If average loans amounted to $2,000 per unit, this might mean an 
annual lending level of $50,000,000 per year. 

Preferred loans would be available to landlords as well as homeowners, 
in exchange for a ten-year lock-in on rents. As well, immediate inquiries should 
be made to determine the reason for the sharp decline in middle income home 
improvement loans under section 28 and steps taken, if necessary, to correct 
that situation. CMHC field offices and approved lenders should be reminded 
of the provisions of section 7, permitting all approved lenders to make insured 
loans for home improvements and efforts made to stimulate such lending 
by them. 
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Stabilizing Low Income Neighbourhoods 


Table 9 of chapter 2 reveals the declining importance of centre city 
residential development in meeting metropolitan housing requirements. 
During the last decade, two-thirds of all new units were built in the suburbs. 
In Montreal and Toronto, the proportion was higher. By 1971, only 10 per 
cent of all starts in Toronto, 16 per cent in Montreal and 21 per cent in Van- 
couver were in the centre city. 

These figures cast much doubt on the assertions of redevelopment 
proponents that residential redevelopment (the replacement of medium 
density, low-rise, family housing with high-rise towers for small households) 
is the lifeblood of our major cities. The small increment in the housing stock 
produced, for upper income households, is not worth the dislocation, bitter- 
ness, and divisions (both within neighbourhoods and municipal councils) 
which attend redevelopment. For that small number of units enough vacant 
and under-used government-owned land, waterfront sites, railway yards, 
derelict warehouses etc. can be redeveloped at considerable profits, without 
imposing the costs on low income households. 

A number of steps should be taken to stabilize and improve living 
conditions in centre city neighbourhoods, in order to increase resident and 
small landlord confidence and therefore, willingness to invest in home im- 
provements. Many of these are covered in recommendations to CMHC on 
Urban Assistance and we will not dwell on them here. A number require 
action at the local and provincial level. They include: 

(1) Moratoria on property tax increases following improvements: 

(2) Raising the level of municipal infrastructure and ““housekeeping”’ 
services; 

(3) Funding of training of municipal administrators: 

(4) Pressing insurance companies to provide insurance in red-lined areas or 
a residual government insurance program in those areas: 

(5) Prohibiting demolitions of existing dwelling units until such time as 
they are required for redevelopment (a familiar blockbusting tech- 
nique). 

The federal government has little leverage in these matters. There is one 
other area where it could help to stabilize neighbourhoods. The one function 
over which it exercises some control is the financing of private redevelopment, 
by direct funding (admittedly a rarity) and by its insurance powers. Public 
urban renewal, funded in part by the federal government, was frozen because 
of the social costs it imposed on the residents of the area and the effect of 
redevelopment on the fabric of the city. We recommend a similar freeze on 
NHA financing for private redevelopment in excess of fifty units while the 
federal government undertakes a study of its implications. 


Chapter 9 


Land Assembly and Land Banking 


The Task Force . . . has concluded that to achieve both cost efficiency 
and planning effectiveness, municipalities (or as expounded later in 
this Report, regional governments) should acquire and service all or 
a substantial proportion of the land required for urban growth within 
their boundaries. It believes, further, that the federal government should 
be prepared to make loans to municipalities for that purpose. 

In view of the Task Force, the arguments in favour of municipal as- 
sembly and servicing of land are overwhelming. Members are convinced 
that, without downgrading the initiative and enterprise of private 
developers, municipalities can do this job at generally lower cost to the 
ultimate user. There is no question in their mind that municipalities 
can plan the use of land more effectively if they assemble and service 
ite... 

The Task Force should not attempt to dictate the price at which munic- 
ipalities should sell such land, but it could have no objection to a 
practice whereby the local or regional government recovered its actual 
costs, including those for land reserved for public uses under its devel- 
opment plan, plus some profit. The aim, however, clearly must be to 
reduce the cost of serviced land to the ultimate consumer .. . 

On the basis of all the evidence and impressions before it, the Task 
Force believes that municipal assembly and servicing of land would 
produce major reductions in land costs in both the short and long term 
while encouraging and assisting effective urban planning. Therefore, in 
summary, the Task Force recommends that: 

Municipalities or regional governments, as a matter of continuing 
policy, should acquire, service and sell all or a substantial portion of 
the land required for urban growth within their boundaries. 


The federal government should make direct loans to municipalities 
or regional governments to assist them in assembling and servicing land 
for urban growth.! 


No action has been taken on those recommendations of the Hellyer 
Task Force, made in January of 1969. Funding of land assembly programs 
continues at minimal levels. This chapter examines the development of federal 
land development policies, the reasons for land assembly and banking, the 
costs of action and inaction, and the problems of implementation of land 
assembly and banking programs. 


1 Report of the Task Force on Housing and Urban Development (Ottawa: Queen’s 
Printer, 1969), p. 40-1, 43. 


316 


The Development of Federal Policy 


Public land assembly has been undertaken primarily under two sections 
of the National Housing Act: section 40 and section 42.7 | 


Section 40 — enacted in 1949 as a companion piece to the public hous- 
ing partnership provisions — permits CMHC to jointly undertake with a 
province (or an agency of the province) the acquisition and development of land 
for housing purposes. The section follows the familiar pattern of a joint 75 - 25 
percent, federal-provincial partnership. 


Statutory provisions for land assembly provide no clear statement of 
the purposes of the various sections, or when and under what circumstances 
they should be utilized. The partnership provisions appear to allow the federal 
government, jointly with a province, to undertake a large scale land banking 
and development exercise. CMHC, however, has taken the position that public 
acquisition of land for banking purposes is not a proper federal function. The 
acquisition of sufficient land for direct construction under the public housing 
provisions could be justified, but not a federal Jand banking operation.® 


It must be recognized that the treatment of this process is essentially 
the function of local planning agencies. The assigning of land for the 
various needs of the community and the initiation of steps to prepare 
land for those uses should be the principal function of a community 
planning system. In fact, the present critical shortage of developed 
residential land arises because the organization and techniques of land 
planning have not been adequately developed in Canadian commu- 
nities. This Corporation is therefore being compelled to take direct 
action in a role which, constitutionally, does not properly belong to a 
Federal agency but should be performed by a Municipal agency with 
Provincial legislation. For this reason it cannot be contemplated that 
CMHC should perpetuate the policy of direct land assembly; it must 
be regarded as nothing more than a provisional procedure. 


In spite of the immediate convenience of assembling land by the direct 
action of a Federal agency, the Corporation should only be willing to 
operate this policy on a short-term basis and should at the same time 
make every effort to stimulate the Provincial and Municipal authorities 
to assume their appropriate roles in community development. It would 
hardly be appropriate for CMHC to embark upon a long-term policy 
of land acquisition which would conflict with the traditional and con- 
stitutional responsibility and self-determination of municipal corpora- 
ODS... ; 


During the next five years, however, few municipalities took advantage 
of the legislation.* 


2 Land assembly may also be undertaken under section 55 of the NHA. That section 
permits Central Mortgage and Housing Corporation to directly acquire, service, 
and develop land for housing purposes. Largely as a result of government and 
CMHC attitudes against direct federal land assembly, the section has not been 
put into practice. 

3 CMHC Memorandum, November 2, 1949. 

4 CMHC Memorandum, February 8, 1955. 
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There [is] little question that the ambition to develop land for housing 
begins with the builders rather than the municipalities. The Act as it 
stands offers aid to municipalities or guarantees to life insurance com- 
panies in the development of land. Applications for this aid are not 
forthcoming at an appropriate rate. 


The Advisory Group of Central Mortgage and Housing Corporation 
then recommended consideration of the sale of lots at above cost and below 
market prices, with the transfer of part of the profits to municipalities for 
specified purposes. The proposed transfer was designed to be an incentive to 
attract municipalities to the program. The possibility of including the capital 
cost of off-site sewage trunk lines was considered to be a further incentive. 


The [Advisory] Group feels that in future the accent should be on the 
acquisition of raw land by Federal-Provincial Partnerships. In theory 
the initiative should come from the Province. In practice it is likely 
that there will be considerable joint consultation between the partners 
before embarking on a program of land buying. The idea is that the 
land should be bought several years ahead of its anticipated need for 
urban development. It will be purchased at market value and only in 
rare cases do we envisage a need for expropriation by the Province. 
The land will be held by the Partnership until such time as it is needed 
for urban development. It is then proposed that the land should be 
offered for sale to the municipality at cost to the Partnership subject 
to certain restrictions on subdivision control, sale of lots to bona fide 
home owners at market value and so on. If the municipality is unwilling 
to buy the land, service and sell the lots, we feel that the Partnership 
should then offer the land at market value to the private land developers. 
Only when such a sale is not possible or it is otherwise felt to be in the 
public interest, [would the partnership] undertake direct action and 
proceed to service and sell lots. However, on a Partnership sponsored 
land assembly project the lots would be sold at market value. 


The advantages seen in these proposals were: there would be very 
little interference by senior governments; servicing would be provided by the 
municipality or private developer; profits would accrue to the municipality; 
and a favourable atmosphere for urban growth and possible reduction in land 
prices would result. 

Very little came of the suggestions. All the major assemblies which 
were done before the second half of the 1960’s were completed by the end of 
1955. Land assembly activity slackened off completely after 1957. 

The limited use of the land assembly provisions can be largely ex- 
plained by the apparent change in CMHC’s interpretation of the purpose of the 
land assembly provisions:® 


The shortage of serviced lots is probably more directly related to the 
lack of trunk sewers, watermains and municipal plant than in the lack 
of fronting services. During the past decade the municipalities have 
made great strides in providing these major works. 


> CMHC Memorandum, August 22, 1955. 
8 Memorandum, President to Minister, February 24, 1960 (emphasis added). 
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The Federal-Provincial Partnership has acquired substantial land 
holdings in such cities as Ottawa, Kingston, Toronto and Hamilton. 
In the case of Hamilton these holdings total about 1,000 acres and 
one can appreciate that private developers may be apprehensive about 
the effect on the local land market if the Federal-Provincial Partnership 
were to proceed with extensive land assembly projects. 


The Federal-Provincial Partnership, however, has been careful to avoid 
competition with private enterprise. Projects have been initiated where 
there was evidence of a shortage of serviced land which was hampering 
house construction. In the smaller municipalities these Federal- 
Provincial Land Assembly Projects have also served as examples of 
group planning practice. 


The advantage of government developed land cannot be equitably 
passed on to the consumer without making it available in large quan- 
tities year after year to meet the demand: this would require expendi- 
tures of public funds at a very high level. Government would no doubt 
be reluctant to revert to such a course of action so far afield from the 
principles of free enterprise economy. The only legitimation that can 
be found for a land assembly program carried on a limited scale rests 
with exceptional land uses of a public character: parks, civic buildings, 
low income rental housing, rental housing for senior citizens, etc. 


The memorandum highlights the themes repeatedly found in the devel- 
opment of the public housing and assisted homeownership programs: preserva- 
tion of an uncontrolled private market and concern about the cost of large scale 
federal government activity.” 

No reference was made to the costs resulting fom reliance on an un- 
controlled private land market or to the fact that the “expenditures” would in 
fact be fully recoverable loans, on a one-shot, non-recurring basis. 

Despite the earlier position taken by the Advisory Group, the corpora- 
tion had retreated to the position that the interest of private developers must be 
protected, and the development of land must be left to free enterprise rather 
than public efforts. The retreat was a direct result of political pressures created 
by developers, who understood the implications of several large scale assem- 
blies in Southern Ontario. 

Activity under the land acquisition and development provisions of the 
NHA was limited until 1966 or 1967. It was then that the province of Ontario 
became quite concerned about the rapidly rising cost of land. In 1967, the 
Deputy Managing Director of the Ontario Housing Corporation wrote to 
CMHC pointing out that the province’s new program entailed the assembly of 
Jand, either for immediate development or for land banking purposes. While 
the province hoped to proceed on its own under an amended section 42, it 
would prefer to proceed in the interim under the Partnership provisions. 

At the 1968 Federal-Provincial conference on housing and urban 
development, the Ontaric Deputy Minister of Municipal Affairs stated the 
provincial opinion that rising land cost should not simply be attributed to the 
increased cost of services. He suggested that the most significant factor in land 


” See the discussions of both of these programs for more detail. 
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cost was, in fact, the cost of raw land, which included a substantial speculative 
component, resulting from the limited supply of such land. Ontario then 
suggested that massive public intervention in the acquisition of land would go 
a long way to resolving much of this problem.® 

In anticipation of a major Ontario program, CMHC staff developed a 
set of criteria for land banking. Banking would have to be based on a regional 
plan and the location and size of the lands to be acquired should be based on 
the development plan for the community. In the absence of community and 
regional plans, acquisition would have to be premised on a general forecast 
of the growth potential of the urban region for a fifteen year period, and 
supported by a general review of the physical characteristics of the region and 
of its major transportation, servicing and community facilities. The aim of the 
criteria was to encourage land assemblies large enough to permit comprehen- 
sive and planned development for industrial, institutional, commercial, and 
recreational uses, as well as residential. 

In April, 1968, responding to pressure from Ontario, the CMHC gen- 
eral instructions regarding land assembly were changed. The new instructions 
recognized that section 40 might be used to create a land bank to restrain rising 
land costs. 

Recognition was given to the fact that either a province or the Corpora- 
tion might undertake the entire development on the part of the federal- 
provincial partnership.? The instructions went on to point out that present 
policy did not contemplate a long term investment on the part of the Corpora- 
tion in land assembly other than in holding land for future use. The majority 
of assemblies to that date had been disposed of, and the capital recovered, 
within a short period of time. The facilities of section 40 could be used to 
assist provinces interested in developing land for disposal by means of long 
term leases. But, despite the lack of a stated term of repayment in the legislation 
(which provided the opportunity for a very long term loan arrangement), the 
general instructions went on to indicate that CMHC’s 75 per cent share of the 
cost, with interest, would have to be repaid within a period of fifteen years. 
This was considerably shorter than Ontario’s original request for fifty year 
funding for land banking, so that the land could be leased at a low annual 
rental rather than sold. Unfortunately, the long term funding was opposed by 
the federal Department of Finance and the fifteen year period of repayment 
remained firm. 

Section 42, enacted in 1964, as a counterpart of the section 43 loans 
for public housing, was originally intended for use only for public housing 
purposes. The program provided for a 90 per cent loan for acquisition and 
Servicing costs with title to the land being retained by the borrower — usually 
the province. 


8 Summary Notes, Federal-Provincial Meeting on Housing, CMHC, Ottawa, 1968, 
Di 

® The latter agreement was particularly important to Ontario, which had repeatedly 
indicated its desire to control its land banking programs, independent of CMHC. 
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In 1969, section 42 was expanded to allow the acquisition of land for 
general, as well as public housing purposes. A terminal date for use of this 
power was inserted, March 31, 1972. In this case, the legislation specifically 
stipulated that the loan would be for a term of not more than fifteen years. 

The Corporation’s general instructions underlined the emphasis on a 
short term loan by stipulating that:1° 


It is not the intention to make a long-term loan commitment for a 
combined program of acquisition and development that may require 
many years to implement. Normally, a loan commitment is not to be 
made for a period exceeding two years. 


As a result of the changes, the Provirice of Ontario abandoned its 
intended large-scale intervention in the land market. The province now uses the 
land assembly provisions to acquire land to be transferred in a relatively short 
period of time to purchasers under its Homeownership Made Easy plan and 
takes a profit on that transfer. 

A large measure of responsibility for the failure of the public sector 
to act to curtail rapidly increasing land prices must thus be placed on the 
federal government. In the past several years, provincial requests for increased 
funding of land assembly projects have been rejected. The rejection has resulted 
from a lack of understanding of the causes and effects of rising land prices, an 
effort by the Department of Finance to restrain the growth of the CMHC 
budget, and an emphasis by both the Minister and the Corporation on housing 
starts which causes CMHC funds — which are, of course, limited — to be 
allocated towards the housing finance sections of the Act rather than the land 
assembly sections. 

From 1954 to 1970, CMHC lent $6.5 billion for housing, about one 
third of it for low income housing. During that same period, $90 million was 
advanced for land assembly. In 1970, $965 million was put into housing and 
$20 million into the land assembly programs. 44 per cent,of the meagre land 
assembly funds have gone into centres of less than 30,000 in population. They 
have not been used to deal with the cost problems in the largest cities. 


The Goals of Land Banking and Assembly 


COST CONTROL 


As was pointed out in Chapter 3, increased land costs have been one of the 
two key cost factors in housing price inflation, the other being the cost of 
residential mortgage money. 

The cost of land under NHA single family dwellings quadrupled from 
1951 to 1970, rising from an average of $1,408 to $4,258. Over that same 
period, the proportion of the total cost of a single family unit represented by 
land rose from an average of 10 per cent to 18 per cent. In the Toronto area 
and in surrounding cities it accounts for more than 30 per cent of the total cost. 


10 General instruction 329, June 27, 1969. 
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Table 1 


AVERAGE ESTIMATED LAND COSTS FOR DWELLINGS 
AND APARTMENTS FINANCED UNDER THE NHA 


Apartment Single Dwelling 
Year Land Cost Land Cost 
ALA ee Tie c SNT poet aiben epee « oe ane tute — 1,048 
LIST COM LION ee Cy Foe eal Met id EEE TED ee eS 699 1,687 
LOD Sate NGL aa sis bee SET SACRE ere at uk koe ee 793 1,819 
BD Rea GN toh a As tac widoidhe Me boy AGE o's lane 4c 879 2,025 
“SIS A ikks Sek Ad el Oe Ue arr ae UR An ga te 992 2,260 
BF eon SAA Oe RIES ALLY OTN SNe ale Sha ait kgs 978 2,471 
1 Te AT A TNs as AR PY Oe AL Ue oe hy oe 990 pF, & | 
POGOe aera eG ly A eee Mere Ee ove hare 1,346 2,473 
BOG Shred tans SoA 5 ichin MMG to ho same eee a oo 1,259 2,602 
te ACPA eas Ore to ee pen ean see a eee 1,125 2,783 
LOGS hic cere Re wn ee ee Ree aK ta es Lare 2,973 
MER rete ys ce fstnen nee tr aieyh Bae at Atle MRL RE ee a a wie 1,650 3,082 
(Ie oie ener Tass a OO Gre eae ae CP ae 1,590 3,095 
PORNO eur ate aoe Las CARR SAU Ek cee vi 1,901 3,480 
OL MNES hee peta irc on Sh aly a eaty Uv gh he ORR 1,853 3,580 
DOE aires Aiidaeky totes ple tee en Koll eo) ic 2,196 3,746 
OG tite ein ere eos Wy de a ae NN Bled oe oo 2,466 4,201 
PTO ne tana s dkaty Wee a eee Oe eS as ONE 2,076 4,258 


Sources: Table 85, Canadian Housing Statistics, 1970 and p. C-2, CMHC Statistical Handbook. 


In the last decade, the rate of increase slowed to 65 per cent. However, 
as we have seen in chapter 3, it was in excess of 100 per cent in Toronto and 
Vancouver. The national average was held down by small increases in the 
Quebec cities and in smaller centres. With perhaps 80 per cent of new housing 
going into metropolitan centres, and with an increased emphasis on family 
housing, it is not unlikely that land prices will double in the next decade. 
With regard to the correlation which we observed between building value and 
lot prices, with the construction appearing as a mark-up on land, constantly 
rising land prices are a key element in increased housing cost. While increases 
in land prices can be explained in part by increased servicing requirements 
and imposts and levies for off-site services, the most important factor has simply 
been increased population growth and demand for land, together with the 
oligopolistic pattern in which land is held in most of our urban centres. 

The impact of urbanization on land prices can best be seen in its effect 
on land prices on the fringes of major cities. Unfortunately, no data have yet 
been collected showing the growth in land prices in those areas over time. We 
can, however, point to the experience of public land assembly projects, like 
Malvern in Toronto, where land acquired in the early fifties, in the rural part 
of Scarborough for $500 per acre has a present value, unserviced, of $20,000 
to $30,000 per acre. We can point to the recent experience in Pickering Town- 
ship, where land selling for $500 to $1,000 per acre six or seven years ago, 
today trades for as high as $7,000 to $8,000 per acre. Knowledgeable real 
estate firms point to similar experiences in most growing metropolises. 

The effects of population pressures have been compounded by the 
manner in which municipalities plan for the development of new areas and 
the installation of necessary services. 


ep af 


Until the 1950’s land development was a municipal function. The 
municipality itself installed all services and charged these either against gen- 
eral revenues or levied a local improvement tax against the properties drawing 
the benefits from such installation. 

During the 1930’s and the early 1940’s a large backlog of housing needs 
had developed. The depression eliminated demand for new housing and in 
wartime resources were allocated elsewhere. At the end of the war, it was 
understood that substantial efforts had to be made to meet the backlog. That 
problem was further compounded by a rapid increase in the rate of urbanization 
and in particular by high levels of immigration throughout the 1950’s. 

Municipalities found themselves unable to fulfill their traditional role 
of servicing land and providing schools, roads, sewage and watermains and 
plants. For some of these, they turned to the senior levels of government for 
assistance. For others, they turned to the private land developer. 

Subdivision control legislation was enacted by a number of provinces 
in the late 1940’s. Under that legislation, municipalities could refuse to approve 
of development unless an agreement had been signed by the developer to pro- 
vide the necessary services. At first, only internal services such as roads, curbs, 
sidewalks, etc. were required. Gradually (with Ontario taking the lead) this 
was extended to off-site services. Contributions were required for sewage 
treatment plants, widening of arterial roads, acquisition of school sites and 
construction of new school buildings or expansion of existing ones. 

Private developers provided the necessary services and financial con- 
tributions in the expectation that these could be included in the end price of 
the lot and final selling price of the house. This expectation was correct. The 
cost of providing these services has been transferred from general municipal 
revenues to the purchasers of individual homes (or the renters of individual 
multiple units). 

This shift is sometimes rationalized on the assumption that the erection 
of new homes imposes a burden on the community in that new services must 
be provided. Those services benefit the new residential areas. The residents of 
the new buildings and not all the residents of the existing community should 
pay for them. 

But it is not the construction of the new units which imposes the cost 
so much as the overall growth of the community. New residential development 
is a cost of that growth. By stipulating that the purchaser of the unit must pay 
for the community services in the area, municipalities are saying that the 
right to decent community facilities depends on ability to pay. 

With the end cost of community facilities passed on to the final user, 
the developer became a conduit between the municipality and that user. Ulti- 
mately, the costs were added to the building mortgage. But in the period be- 
tween development permission and actual completion of construction, they 
were borne by the developer. He, therefore, had to be able to arrange sub- 
stantial interim financing. This made it more and more difficult for smaller 
builders to develop land. Size and borrowing power became crucial. 

This trend was further accentuated by another aspect of subdivision 
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control. While part of the servicing cost was passed on to the developer and 
purchaser, there remained heavy municipal servicing expenditures. In order to 
minimize these, municipalities began to control the timing of development and 
to refuse to permit new development in one area until other areas, which 
had been serviced, were substantially developed. This had the effect of 
increasing the value of land in those serviced areas. Developers planning new 
construction proceeded to buy land on the fringes of development in the 
expectation that these would be serviced next and they would have the neces- 
sary supply of land on which to build. 

However, municipal interest in controlling the timing of development 
did not extend to announcing a sequence for development. They would refuse 
approval of new development until already serviced areas were substantially 
developed, but did not determine and publicize the areas which they wished 
to see developed next. Land developers, therefore, simply acquired as much 
of the vacant land around a city as they could, and then pressed for develop- 
ment permission. Raw land costs were cheap enough and development profits 
high enough that they could afford to make some mistakes. And if they could 
afford to wait long enough, the process of urbanization guaranteed eventual 
development and profits. 

Most of the developers did not have the necessary resources to carry 
land inventories for five to ten year periods or longer, particularly because 
interim financing available was usually short-term and high-cost. In some 
areas, reassessment of undeveloped lands on the urban fringe and the tightening 
of exemptions for agricultural lands increased carrying costs. 

Many developers have, therefore, formed working arrangements with 
institutional lenders or other large pools of capital to obtain assured sources 
of funds, for longer periods, at lower rates. In some cases, this has taken the 
form of joint ventures. Other developers have transformed their formerly pri- 
vate corporations to public ones, in order to raise necessary funds by the sale 
of securities. Large multinational corporations with substantial internal cash 
flows have bought interests in builder-developers as an outlet for those funds. 

Table 2 was prepared by the CMHC branch offices in the cities covered 
at our request. It contains their estimates of residential land requirements for 
the next decade and of land held by the six major developers in the region. 
The developer landholdings are undoubtedly underestimated, as they cover 
only land of which the branch has knowledge through dealings with the devel- 
oper. They do not include land held in trust for the developer or in other 
corporate names. 

The Table does not reveal the size and power of the firms which have 
taken over the land development field. In the Toronto area, three firms own 
in excess of 5,000 acres each on the western fringe of the city: Bramalea 
Development Corporation Ltd., Canadian Equity Ltd. and S. B. McLaughlin 
Assoc. Ltd. Canadian Equity is controlled by the Cadillac Development Cor- 
poration and Bronfman (Seagrams) interests. One of the major shareholders 
of Bramalea is Eagle Star Insurance, which also controls the Trizec Corpora- 
tion, a major residential and commercial developer. Other major landholders 
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Table 2 
RESIDENTIAL LAND REQUIREMENTS — 1971 - 1980 
CMHC Branch Esti- Extent Acreage in 
mate of 10 year Column I Controlled 
requirements by Six Leading 
(acres) Developers 
GONG ALY oa aie ec le cesehae ene n Maite miata eee 7,500 7,500 
BQimOntOni an tee 2 .x0c.c 8 he eames siete ee 8,790 8,500 
Pclikax ce iit Oe saree ees alse eae ee 2;250 1,600 
| ie 10a C019 ey eer ear RMR EY re gs ih a 4.252 3,820 
PVNOTIETC CT eet ictal sa18,-0 (i aoea peter tar meaeemenn ate 12,000 3,000 
Ottawa-Elulley sas oe ge cents. wae ee 8,128 7,000 
SPOTONUG' AG osdiicttrs toe Giewwiscne aa aay eee 19,600 18,000 
WANICOUVETNY 15 aucen ays cccrarieieg seta eeanto ice 8,000 6,900 
VACTOR IO Since cde Bets ids, tess ole exe eee ete Aan Nil 
IWMI ER Rt te we cis ke ote abe te eee ee 8,000 6153 
Windsor 2.5 43 Rel ic ho aiid ia 0 ee ee 3,000 1,500 
GR 1A ae sae Sa alee sh ries 1,250 e250 


Source: Appraisal Division, CMHC. 


in the Toronto area are George Wimpey (Canada) Ltd., Monarch Construction 
Ltd., and Richard Costain (Canada) Ltd. All are wholly owned subsidiaries 
of giant English building companies. Another is Markborough Properties Ltd., 
a land development company set up by a number of large corporations, 
including George Wimpey and the Royal Bank. Kaufmann and Broad Inc., 
a major American developer recently acquired the better landholdings of 
Revenue Propertics Ltd., having purchased all the shares of its subsidiary, 
the Victoria Wood Development Corporation. 

In Ottawa, the Power Corporation has acquired control of both 
Campeau Construction Ltd. and Inter-Urban Properties Ltd. Through them, 
it owns more than 6,000 acres of land. 

In the Prairies, Genstar Ltd., the Canadian subsidiary of a Belgian 
conglomerate, has acquired control of one of the major builders, B.A.C.M. 
Construction and Materials Ltd. B.A.C.M. owns more than 2,500 acres in 
Winnipeg alone (about one-third of requirements for the next ten years) and 
is one of five major land developers in Edmonton. Famous Players Theatres 
Ltd. last year sought development permission for the two largest and marketed, 
always maintaining a tight enough supply to ensure that prices continue to rise. 

That danger is further increased by the close links that exist between 
the firms, particularly in Ontario. In Toronto, a clear pattern of joint venturing 
has developed among the major apartment builders. Five of them, Belmont, 
Meridian, Cadillac, Greenwin and Heathcliff, have established Modular Precast, 
a firm which will, under Meridian’s supervision, produce buildings for them 
under a system of modular pre-cast production. Another group has formed a 
consortium developing an $80 million project in Bramalea — Consolidated 
Building, Cadillac, Del Zotto, Victoria Wood and Bramalea. The risk of colla- 
boration on pricing (when they do not joint venture) is obvious. 

Cognizant of the difficulties inherent in private land development 
processes, the Hellyer Task Force recommended that they be completely or 
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substantially replaced by municipal assembly and servicing. Public assembly 
and development results in cheaper land prices for the following reasons: 

(1) There is no speculative profit on raw land prices. Land can be acquired 
well in advance of need, and sold for acquisition cost, plus carrying charges, 
plus servicing costs plus perhaps a small profit. Over the same period of time 
between acquisition and sale, privately developed land may turn over a dozen 
times and raw land prices be multiplied ten, twenty or more times, under 
pressure of market forces; 

(2) Government can buy more cheaply with the power of expropriation at fair 
market value, without paying holdout prices; 

(3) Because of its planning powers, government can ensure that all of its 
land is marketed. It will always buy in the right place. Private developers must 
charge enough on one parcel to cover losses on others; 

(4) Public holding costs are lower, because it can borrow money more cheaply; 


(5) Public servicing costs may be lower because of economies of scale. They 
may also be lower because municipalities will no longer set the highest possible 
standards, requiring “goldplated” services, when they must pay for them 
themselves. 

(6) Not only is publicly developed land cheaper than that developed privately, 
but large scale public land development activity has a moderating effect on 
private prices. The knowledge that a large inventory of public land can flood 
the market any time that price increases get out of hand discourages excessive 
profit taking. 


The builder’s lobby, HUDAC (the Housing and Urban Development 
Association of Canada) has pressed CMHC and the Minister for the past year 
and a half to provide NHA loans to buiiders to open up and service new land. 
They argue that high prices result from a shortage of supply, caused by the 
inability of municipalities to service and open up new residential areas and that 
if they are given the necessary funds and allowed to move ahead freely, supply 
and demand will move closer to a reasonable balance. 


BOUITY 


Given existing patterns of landholding, this is extremely unlikely. Even if 
supply were to increase and prices drop somewhat, a fundamental issue of 
equity remains. By supplying funds and either allowing the developers to ser- 
vice the land, or by itself servicing the land, the public is adding value to it. 
That added value is included in the land price and in the final price of the 
housing constructed. Why should the advantage of that added value accrue 
to private interests, who have done nothing more than purchase and hold 
the land? 


There clearly is a socially-created increment in land values, an incre- 
ment derived not from the efforts of the land owner, but from the 
society or community at large. One might argue that, within the context 
of the surface of a piece of land itself, such socially-created values 
represent the only increment. Why else should an acre of land in the 
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downtown metropolis be valued at 100 or 1,000 times that of a 
physically similar acre of land in the undeveloped north? Socially- 
created increments are very much a part of land values. The issue is 
who should reap their benefits. The Task Force believes the present 
system is heavily over-weighted in favour of the speculator.1? 


The additional value resulting from the provisions of services should be 
distinguished from the further increase which results when planning permission 
is obtained. One CMHC official stated, as a rule of thumb, that the provision 
of services added 100 per cent to the value of a parcel of land and the develop- 
ment permission adds another 100 per cent. 


PLANNING 


Obtaining planning permission can be a long and costly business in- 
volving the preparation of plans, the hiring of professional consultants and 
frequent presentations. The planning process has become an adversary pro- 
ceeding in which municipalities attempt to extract concessions from developers, 
and administrators, who have been burnt in the past by sharp practices, con- 
tinually review proposals, looking for holes. The developer is clearly entitled 
to some measure of compensation for his efforts. At present, he gambles on his 
application being successful. The rewards must be high enough to outweigh 
the possibilities of failure and to ensure that, when successes and failures are 
averaged out, business remains profitable. Part of the price of every unit built 
is the additional reward for the successful gamble. 

The creation of additional value by population growth and the provision 
of public services is not peculiar to undeveloped suburban sites. It is also 
present in centre cities, where increasing affluence, the emergence of a new 
form of demand from non-family households and public transportation expen- 
ditures, whether in the form of subways or expressways, have made the assembly 
of existing housing for redevelopment sites a lucrative business. Here again, 
capital requirements are high as are risks — and profits. The risks have been 
multiplied by the development of a participatory planning process, the growth 
of neighbourhood opposition to redevelopment and a more responsive position 
to neighbourhood briefs on the part of local councils. 

Public planning and development is advocated to avoid the piecemeal, 
adversary approach to residential planning and to replace it with integrated, 
public initiated planning, in which profit is not the sole consideration:!” 


How can a private developer or any one else “plan” within the confines 
of 25 or 50 acres. How can a municipality ensure that its pattern of 
growth is efficient and logical when basic decisions as to the sequence 
of land acquisition and servicing rest with private developers, many 
of whom lack the will, the expertise and the capital to take an overall 
view of urban development? ... 


Some might argue that municipal planners already possess the neces- 
sary tools in the myriad of by-laws and other regulations they are able 


‘l Task Force on Housing and Urban Development, op. cit., p. 38. 
MI DId- sora. 
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to impose on private developers. But where is the “grand design” in 
zoning by-laws, subdivision requirements and the like? Instead of posi- 
tive planning of transportation corridors, public and open spaces, and 
other broad elements of urbanization, there exists a flood of negative 
minutia dictating minimum lot sizes, setbacks and other requirements 
virtually inconsequential from a planning viewpoint. At best present 
municipal development by-laws can be said to prevent the worst. In 
point of fact, as often as not they merely inhibit the best. Given control 
of the land development pattern, the Task Force would hope that city 
planners could turn their sights and efforts to more constructive 
purposes. 


A number of different tools have been developed in other countries 
to deal with the problems involved in residential land development.'* Which 
one is used depends on which issue is focused on — price, equity, or planning 
effectiveness. 

Rapidly increasing prices have been attacked in a number of ways. 
Norway and France have tried direct price controls. Most European countries 
have resorted to public assembly and development, to directly reduce the price 
of land marketed by the government and to allow indirect control of the price 
of privately marketed land by altering the level of supply. Taxation levers 
have been used to prevent the accumulation of large block of land. These take 
the form of progressive real property and capital gains taxes, varying with the 
size or value of the landholding. They have been used by Finland, France and 
Norway. Betterment taxes (levies on increases in value created by public 
activity) have also been used to deter the withholding of land from the market. 

The equity issue can be dealt with separately from price. Proponents 
of private development of land argue that if oligopolistic practices and other 
market imperfections result in excessive profits, those can always be taxed 
away by some form of development tax. Italy, for example, taxes capital gains 
attributed to the removal of prior zoning restrictions. France has a “land value 
regularization tax,” applied to land zoned for development and due when the 
public authorities have completed equipping the land with services. Various 
forms of development charges have been levied in Great Britain since 1947. 
Sweden and Norway have treated capital gains in land as income. 

Taxation policy, as it affects land development has been ignored in 
Canada until recently. Professional developers and traders in land paid income 
taxes on profits from land sales, while speculators who were not in the develop- 
ment business could treat those profits as tax free capital gains. The Hellyer 
Task Force recommended that all profits from the sale of land should be 
treated as taxable income and that, to deal with speculation, consideration 
should be given to a special tax on the transfer of lands without improvements. 
The first part of the recommendation has been partially implemented. As with 
all capital gains 50 per cent of the gain is now included in taxable income, 
as a result of the revisions to the Income Tax Act. 


13 See generally, Urban Land Policy, Selected Aspects of European Experience, 
Department of Housing and Urban Development (Washington: 1969), pp. 29-48. 
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For professional developers, the apparent liability to tax on land profits 
is offset by the deductions allowed by the legislation. Land developers can 
deduct from other income the property taxes, interest and other carrying costs 
of land held as “inventory” for future development, and paper losses resulting 
from interest payments and depreciation as rental buildings. The effect, in the 
case of large corporations, is an interest-free loan from the government of 
52 per cent of the tax otherwise payable, to be used for the acquisition of more 
land. Under section 518 of Bill C259 (the revised Income Tax Act) this 
write-off is not available to people who are not in the land development 
business, i.e. amateur speculators, but is retained for professional developers. 

We agree with the recommendation of the Hellyer Task Force that 
public land assembly and development is the best and most comprehensive 
method of dealing with land price, windfall profits and the improvement of the 
planning process. It should be the major policy lever for dealing with those 
problems, although tax policies may also be of use. 


The Costs of Action and Inaction 


In Chapter 2, it was pointed out that between 70 and 80 per cent of all 
housing will be built in metropolitan areas over the next decade, the great 
majority of it in suburban and fringe municipalities. The metropolitan centres 
are the areas where land cost is greatest. National average land costs will rise 
as there will be less land developed in the smaller centres where land is cheaper. 
Rates of growth in cost in metropolitan areas may also increase, as suburban 
areas continue to be squeezed between the costs of opening up new land and 
providing the necessary community facilities once residences are built. Aggra- 
vating the squeeze will be pressures from new family formations creating a 
demand for new low density family housing units and the bargaining power of 
major private landholders. Municipalities may be driven to require more and 
more services and levies from developers and thereby to drive land and housing 
prices constantly higher. 

The following rough calculations indicate the burden presented by cost 
increases. The total cost of new housing built in 1970 was about $4 billion, 
with 20 per cent or $800 million covering land cost. Over the last two decades, 
as we noted above, land prices quadrupled, although over the last ten years 
they increased by only two-thirds. If they increase by two-thirds again, then 
by the end of the decade we will be spending (assuming a 30 per cent increase 
over 1970 production) $650 million more annually for land and over the 
decade, we would have spent $3.5 billion more for the land component of 
housing. If, as is more likely, the rate of increase rises so that land prices double 
over the decade, then by the end of the decade, land costs will be $1 billion 
more annually and over the decade there would be a total increase of $5.7 bil- 
lion more in spending for land. Increases for the next decade would then 
proceed from a base land cost of $1.8 billion per year. 

Price increases of that magnitude will have telling effects. Housing 
costs will continue to rise, as builders must build high priced buildings to 
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justify high land prices. The amount of capital required will mean that only 
large, well financed developers can afford to play the land development game. 
Power over the urban residential environment will concentrate in still fewer, 
Stronger hands, making it still harder for municipalities to influence private 
residential planning decisions. Subsidies for social housing will increase, as 
the growth in capital cost continues to outstrip the rate of growth of incomes, 
particularly low incomes, and more of the subsidy will go for land costs and 
land profits. Low income housing sites will become even more marginal and 
it will be difficult to find enough sites at reasonable prices to accommodate an 
expanded low income housing program. 

Action must be taken now to prevent land prices from doubling every 
ten years or so. If we could even halve the rate of growth in land prices, the 
savings in this decade alone to the economy and housing purchasers would be 
on the order of from $1.7 billion to $2.8 billion. The level of expenditures 
required to achieve those savings is not prohibitive. 


PROGRAM COST 


We cost the program on the assumption that it would be used primarily 
in metropolitan cities, that about four-fifths of all units. perhaps slightly less, 
would be built in those centres (or about 2 million units over the next decade), 
and that there would be assembled in each sufficient land to meet all the housing 
needs of the centres over ten years. While a ten year supply would be acquired, 
in any given year, it would only be necessary to market one-quarter of the 
city’s requirements to control land prices. Because we recommend a substantial 
increase in the amount of social housing produced, we assume that one-half 
of annual requirements will be publicly developed and marketed. Development 
at moderate density of 10 units per acre average is assumed. That would mean 
that 200,000 acres of land would have to be acquired and 100,000 acres ser- 
viced, if the public were to market half the land required annually. 

Servicing costs would average about $15,000 per acre, land costs would 
average about $3,000 for fringe lands, not in the immediate path of trunk 
services and about $10,000 per acre for lands in the immediate path 
of development. (All of these national averages are inflated by high costs in the 
Toronto-Hamilton and Vancouver areas.) 

Acquisition costs would, therefore, run from $600 million to $2 billion 
and servicing would cost $1.5 billion. The minimum cost would be $2.1 billion 
and the maximum would be $3.5 billion. The low figure considers only the 
acquisition cost of fringe land, the higher one includes immediately developable 
land. In most cases, there would have to be added to the acquisition cost of 
fringe land, the expense of extending sewer and water trunks and perhaps 
transportation lines to open the land for development. A number of these 
costs are covered by existing programs and are already budgeted for, for 
example, under CMHC’s sewage treatment program, under DREE programs 
for infrastructure development in the Maritimes and Quebec City or under 
provincial programs like the provision of trunk lines by the Ontario Water 
Resources Commission. 
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In some cases, it will clearly be undesirable to open new areas on the 
fringes when considerable blocks closer in are held privately, frequently by 
builder developers. In those cases, it will be necessary to expropriate land 
closer in, at higher prices. | 

We, therefore, put the acquisition cost at somewhere between the 
high and low figures, at $1.3 billion. Those costs would be incurred the first 
two or three years of the banking operation. Internal servicing costs of $1.5 
billion would be spread fairly even over the entire decade. As a rough estimate, 
the total cost of $2.8 billion would be divided into loans totalling about $400 
million annually in each of the first three years and then leveling off to $230 
million per year. 

If the lots were sold, the land assembly funding would be taken out by 
the building mortgages and would be repaid. To the extent that leasing was 
used as the disposition technique, the loan would not be repaid immediately 
but would probably last the life of the building mortgage. All loans would be 
repaid in full, with interest at the federal government’s borrowing rate. In- 
dividual loans would not be subsidized further, although subsidies might be 
possible with assembly projects by using profits on some sales to reduce prices 
on others. 

Even those cost figures are high as they contain considerable double 
counting. Some 20 to 25 per cent of all housing starts are presently funded 
by the federal government, 80 per cent of them in the metropolitan centres. 
We recommend elsewhere that the federal share of financing double, so that 
45 per cent of starts are federally financed. Public funds used to acquire 
and develop lands on which publicly financed buildings will be erected will be 
taken out by the building mortgages on those projects. In these cases, the 
land development financing will simply amount to an acceleration of govern- 
ment lending which would have taken place in any event. 

There is some danger that holders of large blocks of land would decide 
to sit tight and withhold them from the market, in an attempt to wait out the 
public program and go back to business as usual. (That was the English ex- 
perience.) Acquisition and development of enough land to meet housing re- 
quirements for ten years should dissuade them from such conduct. However, 
if private land was withheld, government financial requirements would increase 
as 100 per cent of acquisitions would have to be serviced in the decade, rather 
than one-half. Similarly, developers might be unwilling to sell lands closer in 
to government agencies for banking purposes and governments might find large 
scale expropriations politically unpalatable. 


TAXATION 


To encourage large landholders to sell, taxation measures might be used in 
tandem with land assembly and banking. That would have the additional ad- 
vantage of achieving the goal of equity by taxing windfall profits and of raising 
additional revenues to pay for land assembly and servicing. 

Tax measures could take a variety of forms. They could consist of 
progressive taxes on capital gains or income from trading in land, increasing 
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with the size and value of the parcel and/or the length of time for which it was 
held. The federal government could incorporate such a tax into the Income Tax 
Act. The withdrawal of deductions of holding costs of vacant land from other 
income would speed its marketing. (It would also provide increased tax reve- 
nues with which to pay for a land banking program.) Provinces could provide 
for the progressive taxation of real property, again varying with the size or 
value of the site. Or they could impose development charges, to be levied on 
the acquisition of planning permission and payable on building completion, 
which would tax away part of the increase during the time the land was 
withheld. 

As our recommendations are primarily to the federal government, we 
recommend the use of the federal Income Tax levers. Whichever method is 
chosen, it need not apply to the whole country or province, but could be lim- 
ited to apply by regulation to high growth, high cost areas. Such a limitation 
might localize opposition to the new taxes. 


Problems of Implementation 


If a large scale program is to be mounted, the conditions under which 
it is to be operated should be clearly spelled out and understood. The NHA 
simply permits CMHC to make agreements with provinces for the acquisition 
and development of land and to make loans to provinces or municipalities for 
the acquisition and servicing of land. 

The lack of legislative definition has left a great many questions un- 
answered, at the expense of the achievement of the program goals of price 
stability, equity and planning effectiveness. For example: What income groups 
should be served through the housing that is built? Should the land be sold or 
leased? Should the price be set at or below market value? Should the assembly 
seek to support, stabilize or depress a market? Should the assembly be only of 
large tracts of raw land, or of smaller parcels of centre-city land? And, a 
major question in the control of land prices in developing areas, should the 
land assembly be designed to a short period of time with a rapid turnover, or 
should the assembly be long term, for public land banking purposes? Answers 
to these questions — the de facto statement of the purpose of land assembly 
and banking — are to be found in the day by day administration of the pro- 
gram, in the decisions taken during the planning, acquisition, location, ser- 
vicing, and disposition of land assemblies. 


MUNICIPAL PARTICIPATION 


A major issue in the planning of a land assembly project is the role to be 
played by the municipality. Urban planning and land use, critical elements in 
the land assembly decision process, are unquestionably municipal and com- 
munity level responsibilities. This was recognized very early in the internal 
CMHC consideration of the federal role. 

At the time section 40 was passed, providing for a possible federal- 
provincial joint venture, planning as a municipal function was barely beginning 
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to develop. This, coupled with the unfavourable financial requirement of 25 
per cent of the cost, discouraged what municipal interest there might have 
been in land assembly. 

The provinces (including Ontario) did not, and still do not, exhibit a 
sophisticated provincial planning capability. “Provincial planning” has largely 
been composed of provincial approval or comment on municipal planning.'* 

By contrast, urban centres across the country have concentrated a great 
deal of energy on developing a local planning capability. Local government 
structures, some multi-purpose and some special-purpose in nature, are cover- 
ing increasingly large geographical areas in an effort to better control and plan 
for the development of the urban centre.1° 

The growing number of regional government structures and the in- 
creased concern about the nature of future urban growth have resulted in 
greater attention being paid to the possibilities of municipally-controlled land 
assembly and land banking. Although major advances have been made in 
municipal planning capability — thus increasing the potential for municipal 
participation — several obstacles remain: 


1. the land area in the municipal jurisdiction — In Edmonton, for 
example, the land to be assembled was outside city limits and special arrange- 
ments were needed to ensure that the city could annex the land assembled. In 
Metropolitan Toronto the large tracts of undeveloped land are to the east and 
north, beyond Metro’s boundaries. Unlike the Edmonton case, Ontario has 
strongly rejected suggestions that Metro boundaries should expand to include 
these undeveloped areas. In Winnipeg, on the other hand, there are large 
amounts of undeveloped land suitable for public assembly still within the city. 
In this case, provincial acquiescence on a boundary change is not needed. 


2. the financing arrangements in the program — The provision of 25 
per cent under section 40 and 10 per cent under section 42 is still too steep 
for many municipalities, particularly urban centres where the pressure on land 
cost is often greatest. 


3. the federal regulations that prevent municipalities from financing 
the acquisition of urban, serviced land under the land assembly provisions. 
Centre city lands could only be acquired as part of a complex, comprehensive, 
three level urban renewal scheme, which in practice meant the assembly and 
wholesale clearance of sites, rather than spot infilling. Many in-city low income 
neighbourhoods might otherwise be revitalized and upgraded (often on a small 
scale) using public land assembly in conjunction with other low income housing 
programs. 


14 Some preliminary efforts at provincial planning have been undertaken in Ontario 
with the identification of regional development areas and presentation of the 
Toronto-centred region plan. To date, however, the proposals have been quite 
vague and lacking in definition. 

19 For a more detailed discussion of the reorganizations, see the section on the 
municipal context. 
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LOCATION 


The location of the land assembly project is important in two respects. 
The most obvious, perhaps, is the position of the project in terms of other 
more or less desirable land.!® The relative desirability of the location affects 
both the cost of the land and the ease with which it can be expected to be 
marketed. 

Land that is in an undesirable area, or away from the path of develop- 
ment, can usually be purchased for a lower price and be marketed with lower 
cost housing upon it. This became a point of conflict between the province and 
the city in Winnipeg. Provincial limits on land cost meant that the only land 
that could be acquired was in peripheral locations. Winnipeg argued strongly 
against such acquisitions, maintaining that low income people (particularly 
public housing tenants) could least afford fringe locations, removed from 
transit facilities and other social services. 

A second important aspect of location relates to the coverage of the 
land assembly site. The site should be large enough so that enough lots at 
controlled prices (whether leased or sold) will be put on the market to signifi- 
cantly reduce the cost of the housing units and thus increase the supply of low- 
cost housing. Except for. Edmonton’s recent assembly, large acquisitions in 
major metropolitan centres had ended by 1955 when the emphasis moved 
toward much smaller holdings. 

Servicing a relatively small public land assembly set in the heart of 
several private land assemblies may have the effect of opening up for develop- 
ment vast tracts of privately held land beyond the limits of the public land 
assembly. Opening such privately held land for development may have the 
temporary effect of reducing lot prices somewhat. The end result, however, 
will be to boost private sector activity free from public sector direction and 
control. 

The publicly held land area will be too small to effectively control the 
market for several years and the low income buyer may be left behind in the 
rush to develop middle income housing. 


SERVICING 


Servicing has long been recognized as a major component of land price and 
an important element in determining when the land will be developed. CMHC 
has made little effort to prescribe either the type or the quality of services that 


16 Public land assembly, unlike private land assembly, carries with it the possibility 
of extended government support for increasing the desirability of a particular 
location. Several factors affect the relative desirability of a piece of land: proximity 
to transportation facilities, sewer and water services, commercial and shopping 
districts, availability of social services and accessibility of recreational areas. The 
provision of many of these factors (either directly, in the case of transportation 
or water and sewer services, or indirectly, as in the case of zoning needed for 
commercial development) is directly within the authority of the municipal govern- 
ment. This contrasts with the case of the private sector where the developer- 
builder must rely on public sector action to increase the relative desirability of 
the parcel of land. 
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are put into a land assembly. It has, however, set the framework for which 
services will be eligible for inclusion in the cost of land assembly projects. 

Section 42 permits the making of loans for the acquisition and servicing 
of land for general housing purposes. The Act does not spell out what is in- 
volved in either the development of land or the servicing of land. The Cor- 
poration, through general instruction 329, defined eligible servicing costs as 
including all ground services required to serve the land and a pro rata propor- 
tion of plant and trunk lines for water supply, sewage disposal and storm 
drainage. It might well be argued that the phrases “‘develop land” and “‘service 
land” in sections 40 and 42 could be taken to include the provision of neces- 
sary off-site services such as trunk sewers, water mains, etc., where the land 
could not be developed or serviced without them. The Corporation has, how- 
ever, exercised its discretion and chosen not to interpret the section widely and, 
therefore, not to include those items. 

Within the framework of the general instruction then, servicing has 
largely become a municipal matter with the province involved only where a 
special-purpose provincial agency exists to help underwrite the cost of servicing 
either through grant or loan programs. The municipality not unreasonably 
seeks to have the best quality servicing put in, often with over-sizing to accom- 
modate development in adjacent lands. Recoverable costs, however, are usually 
only those resulting from services on the land assembly site. The more servicing 
costs that can be charged to the land assembly, the easier it is for the municipali- 
ty to finance the development of land in the area. 

A second very important element in servicing is the question of when 
and from whom the servicing costs charged to the land assembly will be recov- 
ered. Assuming that the costs are to be borne by incoming residents of the land 
assembly, the full recovery of servicing costs at the time of sale or initial lease 
significantly increases the lot price and, consequently, reduces the possibility 
of the housing being low cost. If the servicing costs are amortized over a period 
of years, however, the initial cost of acquiring the land (leasehold or freehold) 
is reduced, with a consequent increase in the possibility of low income groups 
being able to afford the housing. 

The pattern of service cost recovery in the federal-provincial Peter- 
borough land assembly project demonstrates both considerable awareness of 
the impact of repayment arrangements on sale price and a deliberate effort to 
increase the sale price by insisting on full recovery at time of purchase.!7 

In the early phases of the project, only 50 per cent of the servicing 
cost was to be recovered in the purchase price; the remaining 50 per cent was 
to be collected over time through a special levy. But by the third phase of the 
project, the planned initial recovery was increased to between 80 per cent 
and 85 per cent; and in the final phase, the entire servicing cost was recovered 
in the sale price. The obvious and immediate effect was to substantially increase 
the house price to the purchaser. As the purchase price increased, so of course 


17 The example is a particularly important one because of the impact of political 
pressure from builders in the area in the development of federal policy. 
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did the income levels of the group served by the project. This change (low 
income housing that in the end failed to serve the low income group) resulted 
from administrative discretion, made possible by the lack of policy guidelines. 


DISPOSITION 


Disposition of publicly assembled lands may take the form of leasing arrange- 
ments or resale to the private sector. To date, land assemblies have operated 
on the principle of resale. 

A decision to resell the land as opposed to leasing it is the result of 
weighing two basic factors: cost, and control of the final product. The cost 
factor is a particularly significant one in that it relates to the actual outlay to 
acquire the land, as well as the impact on municipal revenues in the future. 
Both section 40 and section 42 rest on the assumption that the cost of the 
project (computed on the basis of the cost of the raw land, plus the cost of 
the servicing, plus carrying charges) will be recovered either from the future 
owners of the land, or if the land is to be leased, from the future users of the 
land. Though occasionally a function of ideology (public ownership of land 
is either good or evil in itself), the decision to lease or sell is more often based 
on a calculation of which method will permit the public sector to recover its 
cost most quickly. 

Public benefits from leasing are ignored. A purchaser’s benefit in 
buying the land is based on security of tenure, and expectation of increasing 
land value that will be returned to the purchaser on resale of the property. 
A long-term lease would provide a tenant with security of tenure and would be 
coupled with permission to build or develop the property. Permission to sub- 
lease the property would presumably carry with it an opportunity for the 
tenant to gain a return on his investment. that improved the land, i.e. the 
building or development that he put upon the lot. He would not receive any 
benefit from any increase in land value that resulted from external conditions 
and was not a function of his efforts or investment. At the end of: the term 
appreciation in land value would go to the public. Such long term benefits are 
appreciated by financial institutions which are happy to finance commercial 
developments by way of sale and leaseback, but are not yet considered by our 
housing policies. 

In addition to controlling speculative increases in land price, a leasing 
arrangement that leaves title of the land with the public sector would permit 
far better control of land use. 

Land use planning has long been recognized as a reactive rather than 
an initiative public sector function. Government may place restrictions on the 
use of privately held land, thus affecting the land use through a series of 
negative inputs, but it cannot ensure that it will get what it wants, where it 
wants, when it wants it, on the initiative of the private sector. When the land 
is publicly held, government is in a much better position to ensure the achieve- 
ment of its land use objectives. In addition to having control over the land use 
for the initial leasing, the public sector will be able to act upon shifting land use 
priorities that arise from area needs that are not foreseen at the time of the 
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initial leasing but will show themselves within the fifty year lease period. 
The benefits of leasing were clearly understood by the Hellyer Task 
Force which recommended:'® 


In case of industrial, commercial or multiple-unit developments, munic- 
ipalities or regional governments might wish to lease land rather than 
actually sell it. As well as the long term planning benefits possible under 
a leasing approach, such a system also would help ensure that some of 
the socially-created increment in land values accrued to the community 
at large through the terms of leases. 


No action was taken on that recommendation. 

Land assembly projects have commonly carried sale provisions for the 
disposition of the land. This appears to result from a commonly held belief 
that land assembly is designed to facilitate the provision of lower cost purchase 
housing. How low cost should the housing be? In the case of the Peterborough 
land assembly project, the Partnership issued a press release which stated. 


The purpose of the Federal-Provincial land assembly is to provide 
residential lots priced low enough to be within the pocket of the “man 
in the street”. 


But what constitutes a “man in the street” price? Does it, for example, 
include a mark-up by a speculative developer who may purchase several lots 
of a land assembly project and, in turn, resell the individual houses to individual 
purchasers? The same press release from the Peterborough land assembly 
project went on to note: 


Generally lots are to be sold to individual homeowners at cost. How- 
ever, the present policy also provides that where there is little demand 
from the individual homeowners, they may be sold to builders. 


The actual disposition of lots in the Peterborough land assembly project (a 
disposition process not unique to Peterborough) provides considerable insight 
into the federal government’s understanding of the purpose and objective of 
land assembly, as seen in routine administrative decisions. 

While the disposition arrangements were originally geared toward 
individual sales, the partnership quickly turned toward bulk sales to speculative 
builders. The lack of a stated waiting period during which sales are to be made 
only to private individuals left CMHC open to considerable pressure from the 
developer lobby to release the lands for bulk purchase at a very early date. 
Presumably, lots are sold to speculative builders only after the demand from 
individual buyers has been satisfied. 

In Peterborough, however, the shift to sales to speculative builders 
occurred within two weeks of the opening of the second phase of the project. 
(Sales to individual buyers can hardly have been going slowly, since people 
had been lining up overnight to purchase lots.) Due to the predictable increase 
in purchase price that resulted from resale by the developer, the houses were 
bought by middle rather than low income people. What had started as a process 


18 Task Force on Housing and Urban Development, op. cit., p. 43. 
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for lower middle income housing was being shifted upward. By the third phase 
of the project, 61 per cent of the lots were sold to speculative builders rather 
than individuals. 

By the fourth phase of the project all the lots were sold at market value 
and a previous clause that to some extent limited the builder’s resale price on 
the lots was lifted. The combination of the market value purchase price, lifting 
the limit on the resale price, and the large percentage of lots sold to builders 
rather than individuals, resulted in a deliberate retreat from a position of 
controlling the market by selling well under market value to one of supporting 
and bolstering the market. In short, an administrative decision was taken not 
to serve low income groups through land assembly. 

In recognition of this problem, the Minister has attempted to reverse 
this practice by intervening in two disposition decisions: Malvern and the Blair 
Rifle Range. In Malvern the Minister has stated clearly that the land is to 
include low income housing and that the continuing negotiations between the 
Federal-Provincial Partnership and the Borough of Scarborough (where Mal- 
vern is located) must take this into account. In this case, however, the 
delineation of client group came long after the actual assembly (which occurred 
in 1953) but still prior to any development on the land. 

The Blair Rifle Range is discussed in further detail below. In this case 
the Minister indicated that the land, if acquired under the land assembly 
provisions, would include low income housing. The statement appears to have 
discouraged the municipality that was interested in marketing the land for 
middle income housing. 


Land Assembly Activity in Major Centres 


Close to two million housing units will be built in metropolitan 
centres in the next decade. If the pattern of the last decade holds, 50 to 60 
per cent of those units will be built in three major cities. This section canvasses 
the program experience in several metropolitan centres, and the difficulty of 
undertaking meaningful programs in the three largest. 


EDMONTON 


Serviced lot prices in Edmonton had more than doubled from 1964 to 1969. 
The municipal administration was extremely concerned about the impact of 
increased land prices on the city’s growth. The city turned to the alternative of 
a major land assembly and developed a plan to acquire a site of some seven 
Square miles on the south-east edge of the city outside the city limits. 

The plan was then taken to the province to seek provincial participation 
in financing and acquisition of the lands. The province agreed to assist in both 
these capecities and acting through two firms of lawyers, optioned the lands 
before any approach was made to CMHC for funding under section 42. The 
unusua! procedure of contacting CMHC only after the lands were optioned 
has been explained as part of an effort to maintain secrecy regarding provincial 
intentions — thus preventing possible leaks to speculative builders who might 
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then buy into the area and significantly increase acquisition costs to the prov- 
ince. The province was apparently successful as average acquisition costs 
were approximately $2,000 per acre. 

Although the province held title to the land as a result of being respon- 
sible for the acquisition, it agreed to sell the land to the city over a fifteen year 
period. The city will do the servicing and draw the general plan for the area, 
reserving at least .5 per cent for public housing. 

It is anticipated that it will take approximately twenty years to market 
all the land in the subdivision; the first lots are expected to be marketed in 
1972. The city will, however, be able in any given year to flood the market 
with lots and is therefore in a position to control the price of residential land 
in the city. Following the precedent set by other land assemblies in the past, 
the intention is to sell the land rather than lease it. Also, while lots are to be 
made available first to individual purchasers, they will also be available to 
smaller builders; after satisfying the demand in these two categories, the rest 
will go to developers. Present plans call for a maximum selling price to be set 
on all houses to be built on the lots to control both the profits taken and the 
income group to be served by the housing. 

The assembly will result in a change in the direction of Edmonton’s 
growth. Previously, the city had developed in a south-west, north-east direction 
along the path of the river. All the land in the path of that previous develop- 
ment pattern, however, was owned by a small group of developers and the 
change in direction was necessary in order to break the developers’ hold on 
the market. The change will, however, necessitate the installation of trunk 
sewers and service roads to open up the area assembled. Those services will 
be charged partly against the new development and partly against areas closer 
in to the city-centre which are adjacent to the new services being laid. 

The acquisition appears to have had a stabilizing effect on land prices 
in the city. Present marketing plans suggest that lots will be sold for between 
$4,500 and 5,000. This is approximately $2,500 below even the cheapest lots 
available from private developers. As a result of the announcement of the 
assembly and the intended sale price, some developers have already begun 
to lower their sale prices. Yet even with the low sale price proposed for lots in 
the land assembly project, the city will be making a small profit on its develop- 
ment operation. The profit will be used to fund further land banking operations. 


REGINA 


Land assembly has also been put to considerable use in the province of Sas- 
katchewan. In Saskatoon the city is the major land developer and has had 
two large assembly projects under the National Housing Act. Land assembly 
in Regina has been brought about by a combination of a small land assembly 
under the federal legislation and the acquisition of considerable land as a result 
of tax defaults in the past. The publicly held lands have been used as a bank 
for residential development. For the past two years, the city has had a low cost 
lot policy intended to serve moderate income families. The result has been a 
stabilization of lot prices. 
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Now, however, the city is running out of land suitable for immediate 
development. Its supply, given the present rate of marketing, will last perhaps 
another year or two. The land acquired under section 40, while included in 
the city’s projections of publicly held land that will be available in the future, 
is almost five years from development. The success the city has enjoyed in 
stabilizing lot prices has led municipal officials to explore the possibility of 
obtaining federal financing for another, larger, land assembly whose location 
would permit almost immediate development. 


WINNIPEG 

There have been no public land assemblies in the city of Winnipeg. Previous 
provincial governments were content to rely upon private enterprise to provide 
serviced land. The present government, in 1971 requested a $6,000,000 allo- 
cation for land acquisition and assembly purposes. To October, 1971, the 
province has approved assemblies totalling a value of nearly $1.5 million, many 
of which are in the Winnipeg area. Most of the immediately developable sites 
are held by builders. The province had imposed a limit of $1,000 per unit on 
public housing land costs. This meant that the only land Winnipeg could afford 
to acquire was cheap, peripheral land. Metropolitan planning officials, how- 
ever, have been strongly opposed to peripheral locations for public housing, 
since such locations are frequently lacking in adequate transportation facilities 
and other support services. As a result of the Metropolitan opposition, no 
activity had taken place. The province subsequently increased the permitted 
land cost and acquisitions are now underway. 

In addition to acquisitions strictly for public housing purposes (for 
which the fund was originally set up), the province is considering large scale 
assemblies to control market price, as was done in Edmonton. A significant 
difference exists here, however, because the province wishes to proceed by way 
of lease rather than sale of the land acquired. As a result of federal regulations, 
the province, if it stands firm on the matter of leasing, will be forced to use 
provincial rather than federal funds. 


VANCOUVER 

The city of North Vancouver recently requested a Federal-Provincial Partner- 
ship acquisition of a 640 acre site known as the Blair Rifle Range, when it 
learned that the range was to be disposed of by the Department of National 
Defence. 

The purpose of that assembly was not to control the rapidly escalating 
land prices in Vancouver but to increase the profits made by the municipality 
of North Vancouver, which has in the past marketed its own land in the 
same way as a private land developer. The city then applies the profits earned 
by the land marketing operation to restrain the rise in property taxes in the 
municipality which would otherwise result. The motive for the public assembly, 
then, was to increase the bank of land owned by the city to enable it to con- 
tinue its land marketing operations, and, simultaneously, to prevent the land 
from being acquired by private developers whose marketing operations might 
well interfere with the city’s. 
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After the loan commitment was made, however, the federal Minister 
came under strong pressure from interested citizen groups in the Vancouver 
area to ensure that the land was used for low and moderate cost housing. Both 
the federal and provincial Ministers have given public undertakings that the 
land will be used for those purposes. As a result, the municipality seems to be 
back-pedalling and trying to delay the development of the land. The city com- 
missioned a consultant study which reported that only a very limited part of 
the land could be used for residential purposes. Discussions of that study have 
blocked project development to date. 

The city of Vancouver also relies on land development for revenue 
purposes. It has recently developed an eight square mile subdivision known as 
Champlain Heights. The city successfully resisted requests that lots be sold at 
below market prices, on the basis that the profits from the development of the 
subdivision were required to pay for capital works planned and budgeted over 
the next five years. Municipal land assembly in the Vancouver area therefore 
does not appear to hold much promise for the provision of low income housing. 

The Greater Vancouver Regional District Board has recently been given 
the function of planning and building public housing, and has also been given 
the power to acquire land for public housing purposes. Because the Board was 
not given the power to acquire and develop land for general purposes, it is at 
present unable to carry out a large assembly function. The province has moved 
slowly in increasing the Board’s authority, awaiting a consensus from local 
municipalities before acting. Additional pressure from area municipalities 
would clearly be required to encourage the province to delegate that kind of 
authority to GVRD. 

The Province itself does not have the personnel to carry out the pro- 
gram. It has no housing corporation. Given its close working relationship with 
CMHC, it might rely on the federal corporation to act as its agent in carrying 
out the program. Municipal cooperation would still be required, unless the 
province were prepared to override municipal planning controls. In the province 
with the strongest tradition of local autonomy of any in the country, this is 
unlikely. 

It appears that, in order to obtain municipal cooperation, some redress 
for their complaints to the province respecting revenue sources would be neces- 
sary. Perhaps federal funding for land assembly, relieving the burden of 
servicing costs would be sufficient. In all likelihood, further relief, by way of 
provincial assumption of obligation for the provision of some off-site services, 
will be required. 


TORONTO 


There have been no assemblies in the Metropolitan Toronto area since 
the mid-1950’s, despite the fact that land prices are highest and have the 
greatest impact on total housing cost there. One of the major assemblies of 
that period is just now being developed, having bogged down in intergovern- 
mental disputes. The province has passed up two key opportunities to recapture 
some of the profits created by public activity: in 1958 the Ontario Water 
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Resources Commission ran a trunk line up the west side of Metro, opening the 
area around Brampton for development; in 1969 Design for Development, a 
growth plan for the Metro Area, was adopted by the province, channeling 
growth in the region. In neither case was land publicly assembled in areas ripe 
for development in advance of the announcement of the decision. That has 
rendered assembly around Metropolitan Toronto much more difficult at this 
time. 

The provincial government announced in February that it will expro- 
priate 25,000 acres of land in Pickering and Markham Townships as a townsite 
to serve the second international airport planned for the area. Land costs are 
expected to be $3,000 per acre. The town is expected to house 150,000 to 
200,000 people, which probably means 50,000 to 60.000 dwellings. No indica- 
tion has been given of the manner in which the land will be developed and sold. 
With low acquisition costs, reasonably short holding periods, and economics 
of scale in servicing, the province should be able to dispose of the land at sub- 
Stantially below market. With several similar large assemblies, it might be 
possible to stabilize land prices in the area. 

As matters presently stand, it would be virtually impossible for the 
municipality of Metropolitan Toronto to acquire and develop the necessary 
land. There is not available, with its limits, a sufficient supply of undeveloped 
land. It has pressed the province for the last several years to allow it to annex 
part of Pickering Township so that it may extend services to it. The province 
has refused. It has circled Metro Toronto with three regional governments, in 
an attempt to restrict its growth and political power. If the area of 
Metro Toronto is not extended, then any assembly and development scheme 
will have to be carried out by the province. 


MONTREAL 


No land banking or land assembly activity has been carried out in the 
province of Quebec to date. The reasons for the lack of activity are unclear 
at this time, particularly in view of the strong support for land banking recom- 
mended by the Le Haye Commission report and the substantial interest shown 
by the province in the form of the 1969 amendments expanding section 42. 

It will be difficult to convince people that public land assembly is neces- 
sary in Montreal. Individual lot prices, at $2,200, are about one-fifth the 
Toronto level and one-third the Vancouver level. Land is plentiful within the 
metropolitan area. 

The position has been arrived at considerable social cost. Developers 
are permitted to market land before the necessary services are installed. Services 
are still provided by the municipality and charged to the properties as special 
improvement levies and to the entire tax base. As a result, a number of Quebec 
municipalities are in desperate financial straits with the highest debt to revenue 
ratios in the country. Servicing is not keeping up with development. Federal 
Studies estimate that the cost, over the next ten years, of rescuing the St. 
Lawrence from its polluted state will run from $300 to $400 million. 

If municipalities react to their financial and environmental problems by 
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transferring responsibility for servicing to private developers as they have done 
in other provinces, then the ready supply will tighten up and prices will rise 
quickly. If they do not, housing consumers will be getting an inferior living 
environment. Both for reasons of price stabilization and of improved planning, 
public assembly is likely to be needed in Montreal in the near future. We can 
only hope that local officials will recognize the need. 


HALIFAX 


As in Edmonton, land assembly in Halifax has tended to be initiated 
by the municipality. The most recent application concerned the possibility of 
an assembly in the Kidston Lake area. Although Halifax has not experienced 
the intensive growth pressures that have been in operation in other centres and 
have caused sharp rises in land cost, land prices in Halifax are very high for 
the area. This is largely a result of restricted servicing and poor soil conditions 
for building. The cost of most of the housing constructed is well beyond the 
reach of even moderate — let alone low income — families. 

When Halifax applied to the province for acquisition of the lands in 
the Kidston Lake area, the province suggested that the lands be acquired by 
the province and developed jointly by the province and the city. Given the 
scarcity of municipal revenues in Halifax, the city did not feel it could make a 
substantial contribution to the total outlay of about $6,000,000 to $7,000,000 
that would be required. . 

In June of 1969, CMHC granted approval to the province to investigate 
land assembly in the area under section 40, with CMHC paying for 75 per cent 
of the cost of investigation. Then the see-saw began. Several months later, the 
province, having decided to expropriate rather than purchase the land, requested 
that the assembly proceed under section 42 rather than section 40, presumably 
because the province would have greater freedom of action (as borrower rather 
than junior partner) in proceeding with its expropriation intentions. The Nova 
Scotia Housing Commission then filed expropriation papers without consulting 
CMHC or the provincial planner. CMHC reaction was not favourable:'® 


In the present seemingly total lack of substantiating evidence, the 
acquisition of the land can only be judged as premature and specula- 
tive ... This Section 42 land assembly application is another of a series 
wherein the Corporation is placed in a position of giving respectability 
to decisions already taken without supporting technical advice. The 
task of rationalizing the proposals follows acquisition and committal to 
a site. This does not appear to be in accord with current government 
thinking on the development of urban areas. 


In the present case the provincial cabinet has approved the land as- 
sembly and expropriation proceedings have begun. Nothing would be 
achieved for the Corporation to withhold its support at this stage, but 
it should be stressed that if the Corporation is to have a continuing role 
in the expansion of major metropolitan areas, it is essential that a 
procedure be formulated which will not permit the present situation 


19 CMHC Memorandum, September 9, 1970. 
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to re-occur. A clear indication should be given to the Province that 
further assistance by the Corporation will only be given when the 
development proposals are fully supported by all the studies presently 
being undertaken. 


Then, in January 1971, the province requested that the loan revert to 
section 40, because of concern that it did not have the expertise and capability 
to do the planning for the assembly without federal participation. CMHC 
warned that the cancellation of the 42 loan and its replacement under 40 would 
reduce the funds available under that section for 1971 for the entire province 
of Nova Scotia. Because the decision to expropriate had been taken, however, 
the province was committed to the land assembly, with or without federal 
participation. 

These problems aside, during the last nine months CMHC has become 
increasingly worried about the difficulties in the development of the site, which 
has extremely poor soil conditions, and about the absence of a regional plan 
which would provide a context for the development.?° 


Any attempt to develop the Kidston Lake lands before some positive 
development guide in the form of a metro master plan would be unwise 
and premature. The area is fully dependent on construction of major 
services. The location of collector roads, trunk sewers and open space 
areas is essential before any further thinking proceeds. 


Terms of reference for a consultant were drawn up which required that 
consideration be given to various metropolitan planning proposals. At the same 
time, CMHC Head Office began to consider other land known as the “Rifle 
Range” which it felt might be preferred, as it was more suited to immediate 
development. An examination of the Kidston Lake lands, however, continued:2! 


I believe it is fair to say that the viability of this project over the short 
term depends to a large degree on the provision of a northwest arm 
bridge, a new water supply system, sewage disposal facilities and per- 
haps some infrastructure costs such as schools, etc. If this is so, then it 
is unlikely that this particular project can get off the ground over the 
short term unless DREE are prepared to step in and assist. 


According to DREE, however, provincial officials appear to be placing 
more emphasis on the development of the Rifle Range than on that of Kidston 
Lake. The province was apparently concerned that the Kidston Lake project 
would trigger a whole series of developments and requirements which would 
have serious monetary implications for both the province and DREE. The Rifle 
Range project appeared preferable because the servicing problems were less 
significant from a financial point of view. To date, no decision has been taken. 


20 CMHC Memorandum, January 13, 1971. 
21 CMHC Memorandum, May 7, 1971. 
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Program Recommendations 


While the importance of a major municipal role has been recognized, 
program regulations continue to provide an unfavourable atmosphere for mu- 
nicipal participation. The financial terms and partnership arrangements stress 
provincial, rather than municipal participation. No federal effort has been made 
to ease the financial strain for participant municipalities; what easing there is 
results from provincial participation which inevitably carries provincial desire 
for increased control of decisions. Similarly, there has been no federal effort to 
encourage the provinces to delegate their decision authority to the municipal 
level, especially when dealing with major urban centres that clearly have the 
ability to assume such responsibility. 

Major urban centres have developed the planning skills necessary to 
undertake land assembly. In all major centres there is some form of regional 
government and/or regional planning agency capable of developing regional 
development plans against which land assembly proposals may be viewed. 
Resistance to municipal assumption of authority in land assembly (especially 
in major urban centres) cannot be justified by the suggestion that the provinces 
possess the superior planning skills. 

The major initiatives for land assembly have come from the munic- 
ipalities. Because of the financial arrangements, however, municipalities have 
often had to act through the provinces. Except for Ontario (where OHC has 
undertaken assemblies that even the recipient municipality was not consulted 
on), the impetus for land assembly activity has come from the municipal level. 

Federal concerns in the land assembly program have worked to the 
disadvantage of the low income group. Concern regarding program cost and 
a desire to support the private market have resulted in deliberate attempts to 
discourage land banking (to control land costs over the long term) and major 
land assemblies to flood the market with lots. Until the recent ministerial inter- 
vention in Malvern and the Blair Rifle Range, marketing arrangements for the 
land assembled resulted in prices that, at best, were only slightly below market 
value and housing that was largely geared to the lower middle income rather 
than the low income. Although initially the resistance to adapting the program 
to the needs of the low income group came from CMHC, in recent years the 
major obstacle appears to be the Department of Finance. 

The review of land assembly legislation, regulations, and implementa- 
tion has revealed a tremendous administrative latitude left to CMHC. The 
legislation permits the Federal-Provincial Partnership to acquire and develop 
land and permits CMHC to make loans for the acquisition and servicing of 
land for housing. 

The purposes of the provisions are not spelled out. Among the possible 
uses to which the provisions might be put are: acquisition of land to be re-leased 
in order to further public planning controls; acquisition of a pool of lots to be 
marketed quickly at below market prices to stabilize or reduce land prices; 
acquisition of satisfactory land for the provision of low income housing; acquisi- 
tion of land for demonstration projects (mixed use subdivisions, planned unit 
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developments, etc.); acquisition of land for new towns; acquisition of land for 
transportation corridors; the acquisition of central city building sites, developed 
or undeveloped, within or outside of urban renewal areas. 

Administrative discretion has been exercised to prohibit the use of the 
legislation for long-term public control or inner-city acquisitions. That decision 
properly belongs to the legislature. The statute should be amended to expressly 
set out the purposes for which it is to be used. This report recommends that 
all of the above uses be authorized and that the authorization be made in 
separate sections or sub-sections so that the purpose for which funds are allo- 
cated or loaned is clear and administrators can be held accountable for their 
use for that purpose. 

The partnership provisions permit the acquisition and development of 
land. The loan provisions permit loans for public or general housing purposes, 
for a period not to exceed fifteen years. Land banking and leasing is thus pos- 
sible under the partnership provisions but not under the loan section. If land 
banking is to be permitted, the revised legislation will have to authorize long- 
term funding, whatever mechanism is chosen. 

Similarly, the lending provisions require that the funds be used for 
public or general housing purposes. This has been interpreted to require a 
predominantly housing concept rather than mixed use. The partnership provi- 
sions could include far more commercial or industrial developments. Again, 
whatever mechanism is chosen, the legislation should permit balanced and 
integrated development and not merely housing. 

CMHC general instructions require that the land to be acquired must 
be raw land. That effectively stops the use of the section for the acquisition of 
existing rundown properties for redevelopment (without area designation under 
section 23) and of derelict vacant lots for infilling. It similarly prevents the 
acquisition of air space over existing buildings for further development and of 
easements to restrict changes in land use from those existing. Again, this report 
recommends that the legislation be clarified to expressly permit its use for each 
of those purposes. 

The statute speaks of the development of land and the servicing of land. 
No attempt is made to define the meaning of those terms. It is left to the Corpo- 
ration to determine whether loans can be made for off-site services and the type 
of on-site services which can be financed. We recommend that the legislation 
be amended to explicitly define the range of services to be financed, to permit 
the financing of off-site trunk services, etc., where the land could not otherwise 
be developed or serviced, and to include within the on-site services all those 
which would normally be required of a private developer. 

Because the purpose for which the sections are to be used is not 
elaborated upon, no criteria for funding specific projects are established. For 
example, if land banking under section 40 were contemplated, it could be 
carried out in spite of the absence of any proper plan for the area. We recom- 
mend that it be a requirement of the funding of land banking operations in 
suburban areas and on the fringes of metropolitan regions and/or existing 
municipalities that there be a regional plan for the area concerned, prepared 
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either by the provincial or municipal government concerned. Where inner-city 
acquisitions are contemplated, it should be a similar requirement that a develop- 
ment plan for the area be in existence. 

While in most parts of the country the initiative for land assemblies has 
come from the municipal level, the present provisions requiring a 10 per cent 
equity have the effect of leaving the municipality dependent upon the province 
for funding and, therefore, for approval. The equity provisions do not have the 
normal effect of an equity requirement — compelling the borrower to prove 
his willingness to undertake the risk. Rather, they have the effect of bringing 
the province into the picture, and, in some cases, unduly complicating negotia- 
tions by requiring three level participation. 

Increased funding to 100 per cent of cost will not increase the lender’s 
risk greatly. The municipality is usually in a position to shape the path of 
growth and development to insure that its land is, in fact, built upon. In the 
long run, no investment in land immediately contiguous to a major urban centre 
is likely to lose money. 

The land assembly program would be implemented in much the same 
way as the social housing programs. That is, the federal government would be 
prepared to block-lend to those provinces which had the machinery and capabi- 
lity to implement their own programs, and would lend directly to municipalities 
in those which did not. 

Five year lending commitments to provinces and municipalities which 
intended to undertake land banking programs would be required, conditional 
on them fulfilling their own program goals. Lending ratios similar to those 
established for public housing would apply (two-thirds where the province 
would own and control the land banking program and 100 per cent where there 
was municipal control). 

In some areas the municipality may wish to bank land, but be unable 
to do so within its own borders. The municipality would-then have to ask the 
province to acquire the land for it, allow it to annex that area, and transfer the 
land to it. In that case, the federal government should be prepared to fund at 
the 100 per cent level. Where neither the province nor municipality has the 
capability, it may be necessary for the federal government to carry out the 
function. 


Chapter 10 


Towards a Comprehensive Housing Policy 


The evidence in Chapters 2 and 3 of this report makes it clear that in 
terms of housing price and quality, neighbourhood services and tenurial rights, 
it is the poor and moderate income households who bear the brunt of our 
haphazard system for providing housing. For twenty years after World War II, 
Canada relied entirely on an assisted free market to produce a housing supply 
sufficient to accommodate all households. The income group the new housing 
was built for did not matter since the housing would filter down from the top 
to the bottom to fit the needs of those unfortunate enough to find themselves 
there. 

While the quality of low income housing improved somewhat, the im- 
provement was not as great as that experienced by the average household. Their 
aspirations, like those of all Canadians, continued to rise. Meanwhile, shelter 
expenditures, at least in large urban centres, consumed an ever increasing share 
of household income. 

In the middle 1960’s Canada discovered (shortly after its neighbour to 
the south) that it had a poverty problem. The social housing programs, which 
had existed on paper for twenty years, finally received some real funding. 
Unfortunately, they had to operate in the same context which for twenty years 
had led to an inability to even recognize the possibility that the poor had a 
housing problem. The market was doing an efficient job of producing and dis- 
tributing housing. There were a few at the bottom with low incomes who could 
not afford decent housing. To assist them, unusual measures of governmental 
intervention were required. Apart from that, efficient market operations were 
not to be tampered or interfered with in any way. 

Relying on the market to set the nation’s housing goals, with govern- 
ments intervening only to help those who are not strong enough to help them- 
selves, has relegated social housing programs to a second class status. That 
status is responsible for the defects described in the program reviews. Poor 
locations, poor designs, inadequate facilities, insensitive management, discrimi- 
nation against problem families, all result from an attempt to engraft social 
housing programs on a profit-making production-oriented market mechanism 
in which the producers conceive of housing as an artifact to be produced rather 
than a service to be rendered. 
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Canada must abandon the myth of the market place as the efficient 
medium for the distribution of society’s resources. As one American commen- 
tator observed:! 


Although the market distribution of resources is often pointed to as if 
it had some special normative position, market resource distributions 
have no prior validity. The axioms of market economics state that they 
can efficiently produce and distribute goods and services if the economy 
starts with society’s desired distribution of resources. Market economies 
do not necessarily create this distribution and they will not necessarily 
regenerate it once created. At each period of time, society must alter 
the market distribution of resources or certify that the market distribu- 
tion is, in fact, its desired distribution. Just as an “efficient” street 
sweeper is ultimately inefficient if it is always sweeping the wrong 
streets, so is an “efficient” market economy ultimately inefficient if it 
is always responding to the wrong set of weighted preferences. In the 
course of collecting taxes and designing expenditure programs, gov- 
ernments are continually in the business of altering the distribution of 
resources or certifying the existing market distribution of resources... 


Society’s equitable distribution of income is ultimately determined by 
the collective value judgments that are expressed in the political process. 
In many senses the major economic function of government is to deter- 
mine what constitutes equity in the distribution of goods and services. 
Collectively, we must determine the degree of equality that will produce 
an equitable society. There is no reason, however, why our tastes for 
equality or inequality must be the same for every good and service. We 
may wish to see one good more equally distributed than another. This 
is, in fact, one of the major arguments for government housing pro- 
grams. If we were only interested in the general distribution of resources, 
governments should create an equitable distribution of resources 
through their tax programs and their income maintenance programs, 
but should not have special programs for housing, medical care, and 
education. If these goods are to be more equally (or unequally) dis- 
tributed than general goods, then special government programs are 
necessary. Tax and income maintenance programs are used to achieve 
the desired degree of equality in the general distribution of resources 
and specific government programs in housing, medical care, and educa- 
ee are used to achieve the desired degree of equality in each of these 
elds. 


The basic value judgments about what constitutes the equitable distribution of 
society’s housing resources must be made before the market functions are called 
in to play. We must establish the goals of our housing policies. We can then 
analyse the present situation and the action which must be taken to meet them. 

This is not the first Canadian study to point out that the nation’s housing 
objectives must be clear and explicit. In 1964, the authors of Good Housing for 
Canadians noted: 


’ 


1 Lester C. Thurow, “Goals of a Housing Program,” in Papers Submitted to the 
Subcommittee on Housing, House Committee on Banking and Currency (Wash- 
ington: GPO, 1971), pp. 441-2. 

2 Good Housing For Canadians, The Ontario Association of Housing Authorities 
(Toronto: 1964), pp. 103-4. 
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Unlike its American counterpart, the Canadian Federal Government 
has never spelled out in either an inspirational or definitive fashion, a 
national housing objective — nor is an objective enunciated in the 
National Housing Act other than in a rather bleak descriptive passage 
indicating an intention to promote the construction and repair of houses 
and to improve housing and living conditions. There is ample argument 
for a clear statement of a housing objective if only because when gov- 
ernment intervenes, as it reasonably must in housing, it shouid not do 
so for unstated purposes or for purposes that are so loosely defined as 
to preclude any legitimate assessment of the success or failure of the 
policy. In the words of one critic: 


“Government cannot be responsible if it is not accountable, and 
it cannot be accountable if its purposes are not stated.” 


What might be proposed as a satisfactory formulation of a Canadian 
housing objective? This Study proposes the following: 
Good housing for all accomplished by a policy responsive to 
Canadian social characteristics, objectives and concepts, properly 
related to the evolving structure and powers of government and 
legislation; achieved at manageable cost and providing decent 
accommodation in a satisfactory environment for every Canadian. 
Not in disagreement, but as a further refinement of that statement we suggest 
the following statement of national housing goals: 
(1) providing equal access to decent housing for all Canadians; 
(2) controlling housing price inflation; 
(3) improving the environmental quality of all housing; 
(4) conserving and upgrading the existing housing stock; 
(5) maximizing the dignity and freedom of choice of the individual user of 
housing; 
(6) creating a decision making process that is open to- user input and whose 
centre of authority is as close to the user as possible. 
Talking in terms of a goal of enough decent housing for all Canadians masks 
the many-faceted nature of the low income housing problem. Access, price, 
quality, tenurial rights and democratic rights of participation can all be dealt 
with in a number of different ways. Each issue must be clearly and separately 
identified and a decision taken on the policy level most appropriate for dealing 
with it. Trade-offs between policies can then be made. Defining goals in terms 
of total production levels solves problems by ignoring them. 


Income Redistribution 


To state the obvious, the primary cause of the housing difficulties of 
low income households is low incomes. The structure of income distribution 
has remained unchanged in Canada for at least the last two decades, notwith- 
standing the variety of government activities aimed at income redistribution. 

This study has documented the impact of the uneven distribution of 
incomes and housing price inflation on the shelter expenditure burden of the 
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QUINTILE DISTRIBUTION OF INCOMES, CURRENT DOLLARS, 
CANADA — 1951, 1954, 1957, 1959, 1961, 1965, 1967 


Families and Unattached Individuals 


Quintiles 
First Second Third Fourth Fifth 

Shares of Total Income 

BON 5 Caan ek 4.4% 124 1LSeo, DS eae, 42.8% 

j RY fey 9 RE Ree 4.4 Liye) Ws: 24.0 41.8 

LOS soe oe es ao. 11.9 18.0 24.5 41.4 

jek!) aa Aree ee 4.4 11.9 18.0 24.1 41.6 

LOGH sees ais td 4.2 1,9 1373 24.5 411 

POGOe dectete es 4.6 11.9 18.0 24.4 41.1 

jE Lo fae Ree 4.3 136 17.9 24.6 41.5 
Upper Limit of Income 

for Quintile 

hho ERA a rae $1,260 $2,310 $3,180 $4,320 n.a 

POSA acento 1,500 2.740 3,740 5,120 

ODT ate be pe a ade 1,650 3,040 4,200 5,870 i 

FORO oe diva manele 1,810 S3L0 4,510 6,130 + 

TG le hals, eesuat tek ala 1,930 3,586 4,950 6,630 me 

19GS ee ce ctr the 2,501 4,420 6,102 8,395 , 

LOG eee eae 2,992 4,824 6,807 9,468 = 

Families of 2 or More Persons 
Lowest Second Middle Fourth Highest 

Year fifth fifth fifth fifth fifth Total 
LOS Le. ree ae Gul4 1290 4% 22a Al ie, 100.0% 
Ihe og Meee se khan, aie ee 6.5 Lon 18.1 24.4 ah 100.0 
LOS Gat aea rite ikeers G23 ey | 18.1 Pa Oe eit ey 100.0 
LODO, RS eee Re 6.8 13.4 17.8 23.0 39.0 100.0 
LOG Ure ashen be swe a) 6.6 13.35 18.3 23349 38.4 100.0 
OGD se rena dares oy 6.6 1325 18.0 2a85 38.6 100.0 
OG erase ecche PRN ABET 6.8 13.3 17.9 Daas 38.5 100.0 
Upper limits Average $ 
LOO mata outs uracrhe. $1,820 $2,700 $3,480 $4,640 na 3.535 
ey a ac eee eee 2,220 3,240 4,150 5,680 . 4,143 
MS tate hue ye ite hah be 2,380 3,600 4,680 6,350 "i 6,644 
| ee ead ie NOvAar Re Paeda 2,650 3,920 5,000 6,690 oI 4,968 
DOO lee nea noe ae aoe 2,800 4,270 5,460 7,180 ifs gat ef 
DOGO er he Ad eee 3,500 5,250 6,810 9,030 Si 6,669 
OO ace en ne Be 4,090 6,060 7,930 10,650 ‘a 7,756 


Sources: DBS Cat. 13-529, Income Distributions (Ottawa: DBS, 1969), p. 78, and Consumer 
Finance Division, DBS. 


poor. If the gap between their ability to pay and the cost of housing is to be 
reduced substantially we will have to both redistribute incomes and slow down 
that inflation. We could, of course, simply redistribute income and not worry 
about increasing costs, but that would result in the need for further redistribu- 
tion, with an increasing share of the transfer going to the producers of housing. 
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Direct redistribution of income for housing assistance purposes takes 
one of two forms: (a) production and operation subsidies, aimed at reducing 
the cost of providing housing, or (b) income supplements in the form of shelter 
allowances, rebates, etc., paid directly to households, or to landlords on their 
behalf. 


BUILDING SUBSIDIES 


Of the building related subsidies, production subsidies in the form of lower 
interest rates and capital grants have been most frequently used in European 
countries and the U.S. They have the advantage for governments of clearly 
delineating and fixing in advance the amount of the subsidy. Canada is one of 
the few countries which has subsidized operating losses. While that leaves the 
amount of operating losses uncertain, it ensures that the program will serve 
the low income group. If operating costs escalate rapidly, the use of capital 
grants or interest rate subsidies results in either a cutback of maintenance and 
building services or a need to increase revenues and therefore seek out higher 
income residents. 

Most of the West European countries have shifted in the last twenty 
years from building subsidies to personal income supplements. West Germany, 
France, Sweden, Denmark, Switzerland, Norway and Austria all utilize some 
form of shelter allowance. Holland and the U.K. are in the process of moving 
in that direction. They have shifted from production subsidies to personal con- 
sumption ones because of the high cost of subsidizing new production and the 
resulting inequitable distribution of subsidies. 

We are faced with the same problems. As of the end of 1970, average 
annual public housing subsidies per unit were about $1,000. There are 1.2 
million low income households paying in excess of 20 per cent of income for 
shelter. There are at least 100,000 seriously crowded households. There are 
500,000 to 1,000,000 households in units requiring substantial repairs, most 
of them low income. There is undoubtedly some overlap between the three 
categories. 200,000 more units would be needed to deal with the housing 
expenditure problems of third quintile families with children. If new, subsidized 
units were to be built for all of them, somewhere in the neighbourhood of two 
million dwellings would be required. That is, one new unit would be required 
for almost every low income household. 

If we could build all the units needed to house families with housing 
problems in one year (without driving up the cost of the housing by the tre- 
mendous demand on construction resources), the cost of subsidizing then would 
be at least 2 billion dollars. In fact, we cannot build them in one year. 2.5 
million units will likely be the total built over the next 10 years. If 80 per cent 
were public housing units and if our conservative estimates of the rate of in- 
crease of subsidy levels were adopted, the subsidy bill by 1981 would be 5 
billion dollars for 2 million units at $2,500 per unit. 

A political decision to build 80 per cent of new housing for the low 
income group would never be taken. It may, however, be politically possible 
for governments to decide that 40 per cent of all new construction will go to 
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the bottom 40 per cent of the income band. That would mean producing one 
million units for that group, over ten years, with an annual subsidy level of 2.5 
billion dollars in 1981. One million units would have been produced for the 
2 million eligible households in 1971. But total households would have in- 
creased by 2 million and low income households (defined as the bottom 40 per 
cent in income) by 800,000. Total production would have barely kept up with 
the increased need, with little impact on the backlog. The problem of allocating 
1 million units among 3.2 million households, in an equitable fashion, would 
remain. 

Also remaining would be the problem of stigma. The only remedy for 
that is to house low and middle income people in the same housing, so that the 
service is not stigmatized. To the one million units produced for the low income 
group, there would have to be added another 500,000 at least, for the middle 
income group-in the same projects. Those units would not require subsidies 
but would have to be included in the capital cost of the housing to be built. 

There are other problems besides the inability to serve all households 
who need financial assistance and the high cost of payments to those served. 
Foremost among them is the restriction of individual freedom created by project 
subsidies. The individual householder can only choose between market housing 
beyond his means and assisted housing. The latter may be poorly located and 
designed or badly managed, but the resident cannot move and take his assis- 
tance with him. He leaves at a substantial financial sacrifice. In the absence of 
consumer choice, housing supply and operation decisions can be disciplined 
only by political processes. 

Attaching subsidies to units affects the distribution of those transfers. 
Limits are placed on the number of welfare or problem families in projects, to 
avoid a ghetto image. While desirable from that point of view, they impede 
maximum assistance to those with the greatest need. 

Geographical distribution is also affected. High growth areas are seen 
to need more new production. That has resulted in 77 per cent of subsidized 
units going into metropolitan centres with only 50 per cent of all households. 
Over the next decade, a greater proportion of new stock produced will be 
required in metropolitan centres than ever before. It will become even more 
difficult to justify the production of new units in smaller centres with slower 
growth rates. Similarly, residence in a particular province affects the house- 
hold’s chances of acquiring assistance. Ontario has obtained and continues to 
get the lion’s share of the funds. In part, this may be because it can best afford 
cost-shared programs. But provincial attitudes are also a factor. Concern has 
never been as great in other “have” provinces like Alberta and British Colum- 
bia. Federal-provincial relations prevented any production in Quebec for fifteen 
years. 

Municipal attitudes also affect the location of assisted dwellings. Some 
municipalities refuse to have any. Their residents must go elsewhere to obtain 
assistance. Municipal zoning regulations may also affect the form of the units 
which can be produced, thereby restricting the range of types from which a 
choice can be made. 
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Production subsidies dictate fringe suburban locations, as most of the 
land for new production is located there. At least in the early years of a project’s 
life, this means that, unless the project is a very large one, community services 
and facilities will be inadequate. Housing is frequently distant from both shop- 
ping and employment. Public transportation is poorest in fringe areas and wives 
are frequently trapped at home as husbands must drive to work. 

Production subsidies also lead to pressures to hold costs down to restrain 
subsidy increases. In the public housing program those pressures have at various 
times led to the use of marginal sites (as well as fringe locations) abutting 
expressways and rail lincs, poor quality construction, emphasis on higher den- 
sitics and smaller unit sizes, and the omission of recreational facilities. 

Many of these difficulties could be dealt with if building subsidies were 
attached to existing units rather than new production. Per unit subsidy costs 
would be lower. Distribution of subsidy funds could therefore be broader. 
Assistance could be provided in rural areas and smaller urban centres in which 
little new production was required. Locations in metropolitan centres could be 
in existing neighbourhoods, rather than on the developing outskirts. Projects, 
if any, would be smaller and units more easily dispersed, with less stigma. 

It appears clear that if subsidies for existing units were used, the pro- 
gram could operate in a more satisfactory fashion. There would be costs. One 
would be the loss of social housing programs as a technique for mecting produc- 
tion goals. Another would, in some cases, be the poorer physical quality of 
existing units compared to new construction. 

More important than those costs, however, would be the difficulty of 
implementing the program on a meaningful scale. Subsidies could be attached 
to existing units in two ways. The housing agency could lease units and sublet 
them at a reduced rent or it could acquire title in fee to the units and rent them 
for less than their carrying cost and operating expenses. Leasing depends on the 
vacancy rate in the area. If it is high, then a fair number of units can be 
acquired. If it is not, a public offer to lease would bid up rents. Government 
would be competing for those units with the persons it intends to house in them. 
It would duplicate their demand. The other difficulty with the leasing approach 
is the insistence of landlords on the right to reject proposed subtenants, in order 
to protect their other tenants, the rate of occupancy and, therefore, their invest- 
ments. “Problem” tenants would be excluded. 

Outright acquisition is likely to result in more publicly owned units, 
lower subsidies, and no limits on tenant selection. But it would still prove very 
difficult to approach meeting the need. In 1970, there were approximately 2 
million rental units in Canada, almost half of which were built in the last decade. 
How could the government acquire one million existing older units? That would 
mean obtaining almost all the rental stock built before 1960. Would the owners 
sell? Would the government be prepared to expropriate? Would compulsory 
acquisition be politically acceptable when the subsidies could be paid directly 
to the households, leaving title to the apartments in the hands of their owners? 

Assisting owner occupants would be impractical if unit subsidies were 
used. The owner would have to sell and lease back from the government to 
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attract a subsidy. Several groups under severe financial pressures would there- 
fore be omitted — the rural poor, elderly owners, female-led and handicapped- 
headed homeowning households, natives. 

Acquisition of existing units will be an important part of the total policy 
package proposed, but we doubt that sufficient units can be acquired to make 
it the major bulwark of low income housing policy. 


SHELTER ALLOWANCES 


The difficulties of making a building subsidy program work lead us to recom- 
mend a shelter allowance program as the only workable alternative. It would 
allow an immediate (not at the end of ten years) reduction of the housing 
expenditure burden of all (not some) of Canada’s low income households to 
acceptable levels. Such a program would not be required if a guaranteed annual 
income or other general income maintenance program were in force. The 
political decision has been taken that the country cannot, at this time, afford a 
guaranteed annual income. A shelter allowance would serve as an interim, less 
expensive measure, to be meshed in the future with a general income main- 
tenance program. It would consist of a federal contribution toward shelter costs, 
aimed at reducing shelter-to-income ratios for all households to 20 per cent, 
or in the case of families with children, to some smaller percentage varying 
with income and family size. It would attempt to bridge the gap between ability 
to pay and housing cost. 

There are many variations in the form such assistance could take. It 
could be a rent certificate (coupon), a rent rebate, a generalized allowance. 
It could be payable only in case of tenancy or for ownership as well. It could 
be payable to an individual or to his landlord. It might be payable only families 
with children, to the elderly and disabled, to all households. It might depend 
on living in adequate housing. It might vary with income, size of family and 
size of community. 

If one could abstract the experience of some half dozen countries, a 
European shelter allowance might be described as a rebate payable in arrears 
(except for Germany), depending on claims made by household heads for the 
difference between the amount actually spent and a “fair rent’. It is payable 
to owners as well as tenants (except for the Dutch system and for elderly home- 
owners in France) and payable directly to the household head. Most countries 
require that dwellings be in minimum habitable condition before households 
can apply for subsidy.® 

Grants are available to elderly and disabled pensioners in all countries. 
Assistance to families takes a variety of forms. In some countries it is general 
assistance to a broad range of families with children, a combination of housing 
and family support policy. Sweden makes grants to all families with one or more 
children with a fairly high income cut-off. France requires that the family have 
two children with a moderate income cut-off. Denmark makes grants to all 
families with children, regardless of income. 


3 See G. Schwerz, Systems and Significance of Individual Subsidization of Accom- 
modation Costs in European Countries (Bonn: Domus-Verlag, GMBH, 1966). 
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Other countries treat the allowances primarily as housing supplements 
to low income families. The German scheme was set up for that purpose, al- 
though it has been broadened to include moderate income families. The Danes 
and Swedes make further supplements available to low income families, beyond 
those provided to all families with children. 

The basic policy choice appears to be between those two forms, be- 
tween a generalized shelter allowance payable to all households within a certain 
income band, say the bottom two quintiles (or perhaps the third quintile where 
larger families are involved), and a system of payments only to those house- 
holds in fact paying excessive amounts for shelter. 

A general allowance might be established which paid to all eligible 
households an amount equal to the difference between one-fifth of average 
annual income for households within that income group and the rental cost of 
an average adequate unit for a household of that size. Payment could be made 
in advance, on receipt of proof of income by way of tax receipt. Cheques could 
be mailed out by the Department of National Revenue. The program would 
resemble the Family Income Security Plan except that the cheque would be 
called a shelter allowance and would go to all low and moderate income house- 
holds not just those with children. The virtue of that approach would be its 
administrative simplicity, low administrative cost, lack of controls, and univer- 
sal participation. It would easily convert into a guaranteed annual income 
scheme when a decision is ultimately taken that Canada can afford one. 

That simplicity is also its major drawback. It may not have enough 
apparent connection to housing to be justifiable politically. There may be con- 
cern that the allowance will not be spent for housing (although our main aim 
is the reduction of expenditure burdens, not the use of the funds to improve a 
household’s shelter position). Most important, it would deal in averages and 
thus do only rough justice from a housing expenditure perspective (though not 
from an income point of view). Although low income tenants pay more for 
shelter than owners with the same incomes, both would receive the same allow- 
ance. Similarly, owners carrying mortgages would receive the same amount as 
owners whose properties were mortgage-free, although wealth limitations on 
eligibility could deal with that problem. There would also be differences in 
expenditure burdens arising from location, size of centre, and (in metropolitan 
centres) different cost structures in centres of the same size. While allowances 
could vary in amount according to size of centre, adjusting them between 
centres of the same size would be complicated and would detract from the 
portability of the allowances. 

The more refinements one puts into an allowance scheme, the closer 
one comes to a rebate system. A rebate system would be less concerned with 
redistributing incomes to equalize purchasing power than with reimbursing 
those who pay a disproportionate share of their incomes for shelter. Rebates 
would be equal to the difference between an acceptable percentage of incomes 
and the amount actually paid for housing (up to an acceptable maximum). 
Again, tax returns would be used as proof of household income and receipts 
for rent, mortgage payments, etc., as evidence of household expenditures. 
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Rebates would permit the allocation of funds to those for whom housing 
expenditures constitute the greatest burden. Program cost would be the equiv- 
alent of the operating subsidies which would be paid if enough existing units 
could be acquired to house all families with excess expenditure/income ratios 
and rented to them for 20 per cent of their income. Larger payments would be 
made to fewer households, although the total cost would be about the same. 

Those apparent advantages would not be costless. A new bureaucracy 
would have to be created to check proof of cost and administer payments. It 
might also be felt necessary (as is the case in some European systems) to deter- 
mine that the household is not purchasing an excessive amount of space and 
that would also require inspections, although they could be prevented by limita- 
tions on maximum allowable rents. With individual unit rebates, increased 
controls are likely as is increased contact with government officials as a condi- 
tion of assistance. Since many potential recipients are already in contact with 
government agencies for other forms of assistance, additional contact may fur- 
ther their sense of dependency. It may also limit the level of participation. 

To a great extent, the choice between general allowances and rebates 
may depend on how close we are to a guaranteed annual income program. If 
the country is in fact moving in that direction in the near future, then an easily 
converted shelter allowance is to be preferred. If generalized income main- 
tenance is a long way off, then immediate assistance by way of rebate for those 
whose need is most serious is required. 

We would put the cost of a rebate program at between 600 and 700 
million dollars per year, excluding administrative costs. 1.2 to 1.4 million 
houscholds would receive rebates averaging about $500 each.* 

We have not attempted to design and cost a shelter allowance program. 
To do so, much more analysis of the 1969 expenditure survey would be re- 


4 Our estimates of rebate costs are derived from Table 22 of Chapter 2. They, are 
premised on average 1969 payments of: 


$225 (37% of expenditures) to 443,000 first quintile owners without 
mortgages, i.e. who spend 32% of income on shelter ... $100,000,000 


$573 (60% of expenditures) to 30,000 first quintile owners with 
mortgages, i.e. who spend 49% of income on shelter ......... $ 17,000,000 


$280 (55% of expenditures) to 485,000 first quintile rae 
tenants, i.e. who spend 44% of income on shelter .. . $136,000,000 


$84 (20% of expenditures) to 157,000 Ist quintile roomers, i.e. 
who spend 25 %cotancome onshelter J)... sees. mse $ 13,000,000 


$195 (17% of expenditures) to 159,000 second quintile owners with 
mortgages, i.e. who spend 24% of income on shelter ........ $ 31,000,000 


$180 (17% of expenditures) to 484,000 second Bune tenants, i.e. | 
who spend 24% of income on shelter . . $ 87,000,000 


$384,000,000 
To bring those payments to 1972 levels, we added 5% per year $ 58,000,000 
$442,000,000 
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quired. We simply note that if the allowance was not based on actual expen- 
diture levels, but went to all households within the first two quintiles, twice as 
Many payments would have to be made. Either the average allowance would 
have to be half the amount of the average rebate, or the program would be more 
expensive. In all likelihood, an allowance program would be 50 to 100 per cent 
more expensive, depending on the degree of concern with bringing all house- 
holds down to the one-fifth of income level for shelter costs. 

The traditional argument against a shelter allowance program (whether 
in allowance or rebate form) is leakage; the proposed transfers will leak out of 
the hands of the recipients into the pockets of their landlords. (The risk of that 
occurring in the European countries at the time the program was introduced 
was lower, as rental units were subject to rent controls), The example of welfare 
recipients is frequently cited. Rent increases immediately following increases 
in welfare payments are quite common. It is feared that similar increases would 
swallow up most of a shelter allowance. 

At least for most owner-occupants, those fears are groundless. In the 
case of tenants, we would expect some small rental increases resulting from 
increased demand. One American study has suggested that the slippage would 
be in the order of 12 per cent of the allowance, on the basis that 40 per cent 
of the allowance would go into increased demand and 30 per cent of that in- 
creased demand would be lost to higher rents.° 


For an entire metropolitan area, it seems fairly clear that an upward 
shift is demand caused by an increase in incomes is associated with a 
moderate increase in what it costs to rent a standard mix of housing 
services. The increase in rents is not sufficient to absorb all the increased 
demand for housing however. Much of the increased demand, therefore, 
goes into a better quality of housing rather than higher rents. 


4 Cont'd. 


We note that those payments are averages, based on payments to 1.75 million 
households in the first two quintiles. Payments would in fact be higher and they 
would go to fewer households. 


If rebates were also paid to families with 2 or more children in the third quintile, 
they would add, at 1969 figures, 


115,000 payments of $350 (25% of expenditures) i.e. $40 million 
plus 15 percent to reach 1972 figures i.e. $46 million 


That would mean total payments of $500 million initially. With the announcement 
of the scheme, some low income households would decide to seek better accom- 
modation. Part of the increased demand would, as discussed below, be translated 
into higher rents and prices for existing housing. These increases might in turn 
increase the number of households eligible for the payment. We would therefore 
allow a further 20 to 40 per cent to cover increases in price and in the quality of 
housing obtained. That puts the total bill at 600 to 700 million dollars, plus ad- 
ministrative costs. 


ot 


Frank de Leuuw, “Allowance Approach,” Papers Submitted to The Subcommittee 
on Housing, House Committee on Banking and Currency (Washington: GPO, 
1971), p. 549. 
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Our observations in chapter 3 on the rent component of the Consumer 
Price Index support that conclusion. Over the decade of the sixties, consumer 
incomes rose by about 50 per cent. Average cash rents rose by a similar per- 
centage. About 20 per cent of the increase in gross incomes went to higher 
rents. Average cash rents rose by a little over 5 per cent, while the cost of a 
fixed basket of rental housing services increased by only 2.2 per cent annually. 
That is, 40 per cent of increased demand went into higher rents and 60 per cent 
went into better quality housing. Since Canadian low income households spend 
about 30 per cent of income for housing, a projection of 30 per cent of increased 
demand going into housing and 40 percent of that amount going for increased 
rents, would appear to hold in this country as well. 


The leakage argument applies equally to any increase in social assistance 
payments. Carried to its extreme, it means that old age and disability pensions, 
welfare payments, family allowances, unemployment insurance, etc., should 
not be increased because increased buying power in the hands of the recipients 
will lead to increased prices for the goods which they buy. 


There is the risk that in some cases, conditions of housing shortage, 
coupled with the lack of mobility of some low income households, will leave 
some tenants prey to large rental increases. This might be the case with the 
hard-core poor in the centre of metropolitan cities, with elderly persons with 
strong neighbourhood attachments or with minority groups who face discrimina- 
tion in the housing market. That problem can be resolved by increasing the 
supply of stock available to low income households — not neecssarily by pro- 
viding new stock directly to them, but by increasing the flow of housing to 
moderate income households. A situation is then created in which the filtering 
process can work: moderate income families vacating reasonably priced centre 
city dwelling units for newly built ones and leaving the centre city units available 
for low income households with shelter allowances. Filtering from the top of 
the income pyramid to those at the bottom does not work. The flow is short- 
circuited by middle income households which, with increased space and quality 
requirements block the filter. Directing new stock to those in the middle, how- 
ever, moves the filter downward to increase the choice of households at the 
bottom. If substantial amounts of that new middle income stock are provided 
on a non-profit basis, with controlled rents and rising incomes, much of it should 
be available to low income households within a relatively short period of time. 


If rents do increase and there is substantial slippage it may be necessary 
to rely on rent control, at least as a temporary measure. Although implemented 
in wartime and in force until the mid ’50’s, it remains anathema to government 
policymakers and is not even raised as a possible option. While rent control 
is discussed below, this study finds that on balance a shelter allowance (or 
rebate) program, with other measures to control price, is a more equitable and 
more easily administered program. However, as a transitional measure, to 
ensure the satisfactory introduction of a shelter allowance policy, it is worth 
considering. 


It is also possible that rent controls may be adopted as part of a com- 


359 


prehensive package of wage and price controls. The federal government appears 
to be considering such a package as a last resort in its battle with inflation. 
Activity in a number of provinces, particularly British Columbia, may speed 
a decision to that effect. Again, that would be an auspicious time at which to 
introduce a shelter allowance, 


Because shelter allowance programs are income redistributive, they 
should be paid for by the level of government which has the most progressive 
tax base — in this country, the federal government. It relies on the income and 
corporation taxes far more than the provinces and can therefore best spread 
the burden. We do not recommend that the program be cost-shared. As can be 
seen in a number of programs — public housing in particular — cost sharing 
penalizes the residents of the poorer provinces. 


There are two ways in which the federal government could pay for the 
program. It could transfer part of its tax field to the provinces (giving them a 
bigger share of the income tax) on the condition that they grant a shelter 
allowance, or it could raise the money itself and make the payments directly to 
individuals. Without getting stuck in the quicksand of dominion-provincial 
financial relations, we simply state our preference for direct federal payments 
(subject to the scheme fitting into provincial planning for social security) on 
the basis that the federal government should be able to set minimum standards 
across the country and should retain its important fiscal tools. 


When faced with a proposed program of a similar magnitude — a mini- 
guaranteed annual income recommended by the Senate Committee on Poverty 
— the government response was that the country could not afford it. If we can 
afford subsidies of $165 million per year to agricultural producers, $333 million 
per year to industries locating in economically depressed areas, $323 million 
to retrain people for jobs which presently do not exist, then we should be able 
to afford the cost of whatever income supplements are needed to house all 
Canadians decently at a reasonable cost to them. 


Even if the same minimal level of production of public housing is main- 
tained, by the end of the decade subsidy costs are likely to be around $750 
million. Additional subsidies for assisted homeownership and non-profit 
housing are presently being considered. If adopted, they will further increase 
the bill. In all likelihood, we are facing subsidy costs within the decade as great 
or greater than the cost of the proposed shelter allowance programs. That 
possibility remains hidden in the chaotic state of public housing accounting. 
To the extent that it comes to pass, cost will not be the issue — rather the 
question will be which technique creates the greatest good for the greatest 
number. 


One source of revenues to pay the cost of a shelter allowance program 
should be mentioned. The provisions of the Income Tax Act give owner- 
operators of rental housing “subsidies” in excess of $250 million annually 
through accelerated depreciation. For tax purposes, they are permitted to write 
off concrete buildings over 20 years and frame ones over 10. The useful life of 
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the buildings is easily double those periods. Of the approximately $1 billion® 
written off annually as capital cost, at least one-half represents depreciation 
which has not occurred. The excess depreciation amounts to an interest free 
loan to the developer, for the 20 year period or until the building is sold, of the 
tax otherwise payable. Assuming most owners of rental property to be in a 50 
per cent tax bracket, that means an annual tax forgone of $250 million dollars. 
To that there could be added (1) further tax shelters provided by way of the 
pooling concept, which allows the deduction of the interest charges and excess 
depreciation generated by one building to be written off against another owned 
by the same owner, and (2) the deductions of the holding costs of vacant land 
permitted against the profits from land development and rental operations, 
discussed in Chapter 9. Over the past two decades about one million new rental 
units were built. In the next ten years, probably 50 per cent more new rental 
units will be built, i.c. about 1.5 million more. Construction costs will be higher. 
By 1981 the amount of accelerated depreciation on rental buildings will be 
double what it is today, as will the hidden subsidies. 


None of those provisions is peculiar to the housing business. Tax shelters 
provided by capital cost allowances and depreciation are important in most 
manufacturing and processing industries. The point is simply that those who 
suggest that we cannot afford open, direct transfers to the poor to enable them 
to afford decent housing constantly ignore the indirect, hidden incentives with 
which tax legislation is replete and on which producers depend. The costs of 
redistribution programs can be paid for by plugging the loopholes and increasing 
revenues by removing hidden subsidies, or by simply raising the level of taxes 
while leaving the tax incentives intact. If neither is done, the subsidies will 
continue to go to builder developers and the middle class tenants of the new 
rental units which they produce. 


Price and Distribution Policy 


Stabilization policy has clearly failed to control housing price inflation 
and the poor have been the losers. They suffer most from the resultant unem- 


6 Data on depreciation actually claimed are not available from the Department of 
National Revenue. Jt was therefore necessary to make a number of assumptions. 
The estimates are based on capital expenditures for residential construction from 
1950 to 1971 (Table 20 of the 1971 Canadian Housing Statistics). From 1950 to 
1959, $15 billion was spent. From 1960 to 1971, $33 billion was spent. Rental 
units constituted about 50 per cent of the stock in the decade of the °60’s and 
about 30 per cent in the earlier one. In metropolitan centres, one would expect 
single family ownership stock to be about 50 per cent more expensive than rental 
units. But half the single family stock has been built in towns under 10,000 in 
size. As a rough estimate, we have assumed that in the earlier period 25 per cent 
of the total cost was incurred for rental units and in the latter period 45 per cent 
of the total. That means a total expenditure since 1950 of approximately $19.5 
billion on the capital cost of rental units. Those units constitute only about one- 
half of all rental units in the country. The capital cost of those built before 1950 
is unknown, particularly after numerous transfers at market value. We therefore 
are quite comfortable with a minimum estimated capital cost of $20 billion. 
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ployment. And they are hit most heavily by the increase in housing prices. Other 
techniques for dealing with inflation in the housing sector must be found. 

Dissatisfied with the effectiveness of stabilization policy in curbing infla- 
tion generally, the government appears to be considering a prices and incomes 
policy. For the housing sector, that involves no fundamental changes in the 
system of production, but an attempt to regulate, to confine and restrain the 
underlying cost pressures. 

The alternative is to deal with the underlying forces, to change 
fundamental relationships, to attempt to redirect and restructure the housing 
production system, rather than simply (and probably temporarily) policing 
prices. That approach has better prospects of long-term success. 

Much of the increase in housing costs must be ascribed to demand pull 
which usually follows periods of tight money and suppressed demand, followed, 
when money is more fully available and interest rates drop, by a surge of demand 
with which the supply cannot keep pace. The answer would appear to be to 
ensure a constantly expanding supply of housing (as long as population and 
household numbers keep growing) and to require other sectors to bear the 
brunt of a restricted money supply. A floor could be put under annual produc- 
tion levels, with housing bearing part of the burden of stabilization policy down 
to that floor, but no lower. 


This Study recommends the determination of a persistent floor of di- 
rected housing production sufficient to satisfy the minimum require- 
ments of national objectives and the maintenance of this production 
independent of short-term manipulation of the rate of dwelling con- 
struction as an adjustor of other areas of the economy. A continuing 
production of moderate income, low income and elderly persons 
housing is essential. Adjustments of governmental housing involvement 
should lie primarily in the upper segment of the housing market.” 


The impact of the price of newly constructed housing on both units for 
sale and rental must be recognized. Government must concern itself not only 
with the total number of dwellings produced annually but with their cost. 
Reduced standards, as seen in the federal 1970 Innovative Program and in 
recurring proposals by developers, are not the solution. The key lies in the 
institutional factors and to some extent the structure of the industry, which 
have affected land, money, labour and construction costs recently. 

Of these, the land component is the most important, because of the 
Proportion of total cost which it represents, its rate of growth, and its mutiplier 
effect on the cost of the building (which is treated by the builder as a mark-up 
on land cost). 

Recommendations on land policy are set out in Chapter 9. They consist 
of the use of public assembly and development of land and of taxation measures 
to control land price. Public assembly and development would reduce the cost 
of land developed by the public. It can be marketed in such a way as to regulate 
the price of privately developed land. The use of public funds to service the 


* Good Housing For Canadians, op. cit., palio, 
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land will reduce servicing costs, as interest rates will be lower. It may also lead 
local governments to require a more realistic level of services. Municipal respon- 
sibility for the provision of land for housing and for the price of that land may 
also lead to a reduction in the number of cases where excessive lot sizes and 
densities are required (although that practice is not likely to disappear until 
the revenue problems of municipalities are faced up to and remedied by the 
senior levels of government). 

One of the most important ingredients in the increase in housing prices in 
the late 1960’s was higher interest rates for residential mortgages. Those rates 
vary with the cost of borrowing money for all purposes, which, in turn, varies 
with international interest rates. When interest rates generally rise, residential 
mortgage rates can be expected to rise with them. 

There are, however, other factors at work. Both the amount of private 
money supplied for housing, and its price, are determined by institutional 
attitudes regarding the profitability, degree of risk, and liquidity in a loan. The 
result is that an insured, no-risk NHA loan carries interest rates of 11% to 2 
per cent more than an unsecured loan to a prime borrower. As one American 
observer has noted: 


Housing is subject to a large (market) imperfection in that its position 
in the queue for loanable funds is probably lower than economic ra- 
tionality would warrant. In financial markets, large regular customers 
receive preference over small, irregular customers, but most home 
buyers are small irregular customers. Each bank rationally lends to its 
best customers, but the result is too little investment in housing.® 


To reduce the cost of residential mortgage money, it is necessary to 
change the position of housing in the lending queue. A number of techniques 
are possible. The U.S. government pays subsidies to institutional lenders to 
reduce borrowing costs. It thereby acknowledges that their lending patterns are 
rational and simply picks up the cost of social programs which are economically 
“irrational”. The West Germans and Swedes have instead chosen to require 
institutional lenders to devote a fixed portion of their assets (or a sum agreed 
on annually) to housing loans at a fixed interest rate. That has the effect of 
indirectly taxing away potential returns on investment from depositors and 
transferring them to residential borrowers in the form of lower interest rates. 
The third alternative is for government to use its borrowing power, which is 
superior to that of housing producers and consumers, to borrow more cheaply 
and re-lend to the latter at cost. That has been the basis of the federal full- 
recovery rental and assisted homeownership programs. Cheaper money can be 
provided to more households by expanding direct federal lending programs. 
That alternative carries with it the possibility of direct control over geographic 
allocation, distribution of new production among different income, age, and 
social groups, and the quality of units produced. It may also have the political 
advantage of arousing less opposition from vested institutional interests, which 
might see in regulation of lending for housing purposes the thin edge of the 


8 Thurow, op. cit., p. 438. 
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wedge, with controlled lending for other social goods following closely. On 
those bases, it is the recommended approach. 

The most important impact on the price of housing for low income 
households will come from a change in the distribution of new housing 
produced. Rather than producing almost all new housing for the top two quin- 
tiles of the income distribution, new production must be more evenly distributed 
with far more stock produced for those in the third and second quintiles. 
Reduced land costs and direct federal lending at the government borrowing 
rate can help to achieve that end. The result will be to augment the supply of 
housing immediately available to those groups (who will not have to bid up for 
more expensive units which filter down) and to thereby reduce or stabilize the 
price of that housing to them. 

If moderate income housing is non-profit rental housing, its long-term 
effects will be more important than the immediate ones. Its price will be con- 
trolled and will not rise over time. The constant introduction of new non-profit 
units will allow the government to exercise price leadership in the low and 
moderate income markets, as private landlords will have to compete with the 
non-profit supply. The non-profit units will become relatively cheaper, over 
time, when compared with rising incomes and can soon be counted on to 
increase the supply of housing for the very low income groups. 

The advantages of a substantial full recovery, non-profit housing pro- 
gram were pointed out to the government in 1964:° 


It is sufficient support for the proposed activity in middle income 
housing to contemplate the improved situation low income housing 
programs would now be in if a large production of moderate income 
housing had been put in place in the mid 40’s when costs were $6,000 
per unit and interest rates ran at 442% and lower. Such housing, 
originally of a full recovery character, could serve now instead of new 
subsidized units. Such a program has been the backbone of the Danish, 
Scandinavian, Dutch and West German systems. 


The authors went on to recommend that the national goal should be to 
produce one million full recovery units and one million deeply subsidized units 
over the next two decades. Eight years later, national programs are producing 
at about one quarter that level. We recommend the creation of a similar goal 
for the next ten years: the production of one million full recovery rental units 
in metropolitan centres and major urban areas and of two hundred thousand 
assisted homeownership units in smaller communities. If a shelter allowance 
program is adopted, that new housing will serve primarily those in the $5,000 
to $9,000 range. If unit subsidies are retained, the units would not be full 
recovery and would serve the bottom two-thirds of the income distribution. At 
the end of ten years, about one-third of all rental housing in the country would 
be non-profit, rent controlled units. 

A substantial increase in government lending for housing purposes 
would be necessary. At 1971 prices the cost of 100,000 rental units per year 


9 Good Housing for Canadians, op. cit., p. 119. 


364 


would be about $1.5 billion and the cost of 20,000 ownership units, in smaller 
centres, about $200 million per year. If one includes some $300 million annually 
for a land assembly and banking program, then annual government lending for 
housing would be in the neighbourhood of $2 billion, double today’s level. That 
is not to suggest that funding should double in one year. It is more likely that 
social housing production would grow from 90,000 to 100,000 units in the 
first few years to 140,000 to 150,000 in the last years of the decade. 

Who would produce that volume of housing? It would be built by the 
same people who build housing today, by the same labour, subcontractors, 
building and construction companies. It would, however, be developed by 
different groups — non-profit agencies would be responsible for as much 
production as possible. Looking at present program performance and at the 
state of development of these organizations, it appears that at most 15,000 to 
20,000 new units would be produced annually by cooperatives, service institu- 
tions and clubs, and local self-help groups in the early years of an increased 
non-profit push. The remainder would have to be developed publicly, hopefully 
by municipalities. 20,000 units of public housing are presently built by the 
federal-provincial partnerships, provinces and municipalities. That number 
might conceivably be doubled in the short term, but that would strain the 
production management capability of all of the organizations involved. To make 
up the difference, it appears to be necessary in the initial stages to rely on pur- 
chases of existing projects (and if insufficient numbers can be found, on the 
entrepreneurial full recovery program). While the purchase of existing units 
would be encouraged, a subsequent shift to new production — because of its 
important effects on the price of existing housing — would have to be made. 

One alternative to the use of contractual control of price (in exchange 
for financing) should be mentioned. In our discussions with low income house- 
holds who bear the brunt of rapidly rising costs, the suggestion was repeatedly 
made that rent control be adopted to deal with the arbitrary power of landlords 
to increase prices even as housing services supplied deteriorate. With prices 
for new rental units constantly rising along with population growth, owners of 
existing projects are able to charge higher rents than they could when their 
buildings were new, despite the depreciation which has taken place (and been 
claimed for tax purposes). 

Rent control was introduced in most West European countries during 
the Second World War and remains an integral part of national housing policy 
in many of them. It was introduced in Canada in 1940 as part of a general 
wartime policy of control over the supply and price of necessities of life. It was 
viewed as a wartime experiment intended to prevent “‘war profiteers’’, landlords 
taking advantage of an increase in incomes and the restrictions on new supply 
necessitated by wartime conditions. It protected the middle class as well as the 
poor. 

Immediately after the war, a process of decontrol began. In 1947, the 
regulations were changed to apply controls only to buildings constructed before 
that year. In 1950 and 1951 the federal controls were replaced by provincial 
legislation, intended to have only temporary effect as part of the decontrol 
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process. In Alberta, Saskatchewan, Manitoba, and New Brunswick the provin- 
cial legislation has lapsed or been repealed. Ontario, Quebec and Nova Scotia 
still have rent control legislation for metropolitan centres, but Quebec is the 
only province that continues to enforce it.!° The Ontario Law Reform Com- 
mission concluded that rent control in Quebec “appears to have had a beneficial 
effect on the position of the low wage tenant”. 

In 1970, the province of Manitoba passed legislation creating the office 
of rentalsman, an official empowered to mediate disputes at the request of either 
party to a tenancy agreement and issue binding arbitration if requested by 
both. He is also empowered to carry out a rent review function, but the regula- 
tions outlining and governing of that function have not yet been passed. Several 
provinces have recently passed legislation to enable municipalities to create 
Tenant Advisory Boards — token structures whose powers are limited to advice 
and mediation. 

The necessary organizational framework for rent control is present in 
several provinces and the requisite legislative powers are still alive in most of 
them. Under public pressure, municipalities have been drifting towards a jaw- 
boning advisory-mediating position. Should these hesitant beginnings be 
translated into control or regulation of rents? 

At a time when pressure is growing for controls in Canada, the Euro- 
peans are moving away from them. The arguments made against controls are 
as follows: 

1) Limits on profits chase private money out of the rental housing sector 
into other uncontrolled areas, resulting in reduced production. 

2) It is inequitable to control some fields of activity and not others. 

3) If only part of the stock is controlled, rents in the uncontrolled sector 
rise as new production falls. 

4) Not only does new production fall off, but investment in maintenance 
and repairs diminishes, leading to rapid deterioration in the existing 
stock. 

5) As controls usually apply to dwellings, rather than households, there 
is no assuring that older, lower priced units go to those whose need is 
greatest; controls usually apply as of a certain date, for the benefit of 
dwelling occupants on that date. 

6) Households hesitate to move from larger units, even when the space is 
excessive for their needs, because less space in new housing is more 
expensive. Underutilization of the existing stock results. 

7) Black markets frequently develop in which “key money” is paid to 
acquire a price-controlled unit. In a partially controlled market in 
which excess demand is present, poorer households have difficulty com- 
peting for controlled units. 


10 The Quebec legislation applies — in thirty-three towns and cities — to all houses, 
the rent for which was on December 1, 1962, $100 or less and on the island of 


Montreal was $125 or less. 
11 Ontario Law Reform Commission, Interim Report on Landlord and Tenant Law, 


1968, p. 68. 
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8) Cumbersome administrative machinery is required to police the control 
system. 


These administrative difficulties are sufficient to dissuade us from 
recommending large scale rent control (outside of the context of a national 
prices and income policy) provided that a shelter allowance is adopted. The 
negative effect rent control usually has on new rental construction is not a 
prime concern; we have already recommended that non-profit developers be 
responsible for most rental housing. The pricing system, however, does remain 
the most viable mechanism for allocating existing residential space if incomes 
are raised to a level at which all can reasonably compete for that space. It is 
belief in that principle that has led the Europeans to move away from rent 
control and towards shelter allowances. 

In the short run, however, there are two clear advantages to rent control. 
It costs the public purse nothing. It entails the transfer of the right to increased 
income from properties from landlords to tenants, and thereby reduces the 
burden of shelter expenditures on low income tenants. We feel that shelter 
allowances do that job more efficiently and are administratively far less com- 
plex. But if the decision is taken that taxpayers cannot afford income transfers 
of the magnitudes suggested, we can see no alternative to controlling rents, at 
least for older existing dwellings. 

That control would not take the form of the traditional freeze, subject 
to increase for increased expenses. Rather, it would probably involve rent 
regulation or stabilization, i.e. administrative controls aimed at the establish- 
ment of “fair rents”. That has been the form of control instituted in Britain and 
in New York State recently, although the criteria used are hazy and uncertain 
and appear to entail rough, subjective assessments of what is equitable. 


Housing Quality 


EXISTING DWELLINGS 


The recommended policies on shelter allowances and housing price and distri- 
bution are premised on the assumption that the vast majority of low income 
households will continue to live in older existing dwellings rather than newly 
produced social housing. Both income supplement and price policies deal with 
the cost of the unit to the household, but do not directly affect the quality. An 
allowance scheme might allow tenants to move and seek superior accommoda- 
tion; for owners, it might allow increased investment in repairs. 

Most European schemes make payment of a shelter allowance condi- 
tional on the recipient living in a satisfactory dwelling. Whether a rebate or 
allowance scheme is used, we recommend strongly against such a condition. 
Its purpose would be to provide an incentive to low income households to 
occupy suitable accommodations and to prevent the subsidization of slum land- 
lords. Its unfortunate effect would be to deprive of assistance the poorest of 
households. There simply is not enough satisfactory alternative accommoda- 
tion into which all poor households occupying substandard dwellings could 
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move. (It would require from 500,000 to 1,000,000 vacant satisfactory units.) 
Owners would not want to move and, as noted in the chapter on rehabilitation, 
could not afford to fix the units simply to qualify for a shelter allowance. 

The rehabilitation program proposed in Chapter 8 consists of grants to 
homeowners and small landlords and preferred interest rate loans to larger 
landlords. Grants will still be required for homeowners, even with the payment 
of shelter allowances averaging $500 per year. The purpose of the allowances 
is to relieve the low income household from the excessive burden of shelter 
costs. If the allowance is spent on repairs and improvements, the expenditure 
burden will remain the same, although the housing will be improved. If there 
were no grants, and households had to rely on the allowance to pay for repairs, 
it might take five to ten years of using the entire allowance before repairs were 
completed. 

In the case of large landlords, preferred loans would still be advisable. 
They would be made in exchange for contractual controls on rent levels. That 
control of rents will help to keep down shelter allowances and ensure that the 
benefits flow to the tenants rather than the building owners. 

Similarly, grants to smaller landlords in exchange for rent controls 
would still be advisable. They represent a trade-off of a capital grant today for 
higher allowance payments in the future. 


RESIDENTIAL STANDARDS FOR NEW UNITS 


CMHC has never demonstrated an over-riding concern for the quality of new 
housing produced, even with housing funded under the NHA. It developed a 
set of Residential Standards governing insured and direct loans. The primary 
purpose of the Standards was to protect the Corporation’s security position: 


A common misconception is that the Residential Standards establish 
criteria for design based on studies of social or user requirements. 
Nothing could be further from the truth: the Standards are only intended 
to safeguard the financial involvement of the federal government ,....17 


Unlike its American counterpart, CMHC has refused to accept respon- 
sibility to the public for the building inspections which it carries out. Even if a 
building approved by CMHC is in contravention of the minimal requirements 
of the Residential Standards, and a member of the public purchases in reliance 
on the CMHC inspection and suffers financial loss, the NHA gives him no 
cause of action. The Standards and inspections to enforce compliance are not 
intended to protect the public but rather the banking agency. 

The Standards establish minimum building conditions, which in practice 
become the maximum which builders attempt to meet. They are based on the 
model of the single detached home, which prevailed at the time when they were 
initially adopted. Limited attention is paid to problems of community infra- 
structure, to the necessary services and facilities which must be present in the 
locale or within the project itself. No consideration is given to questions of 
location. Discussions of project design and layout are premised on a suburban, 


12 CMHC Memorandum, November, 1970. 
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low-density conception. Little room for flexibility is left. Except for one abortive 
attempt in 1969 to impose guidelines governing the form and location of public 
housing, no separate standards or regulations have been adopted for low income 
housing programs. The same Residential Standards apply. In our reviews of 
the programs, we have noted the presence of marginal locations distant from 
transportation, shopping, recreation facilities, even schools; of inferior design; 
of inadequate on-site facilities and amenities. Lower incomes, larger families, 
and higher children counts mean that the need for workable regulations is most 
pressing here. 

Of course, production of large amounts of social housing is a relatively 
new phenomenon. The absence of environmental quality guidelines could be 
excused if they were presently being developed, if studies were underway. They 
are not. Although 50,000 units per year are being funded under low income 
housing programs, quality guidelines are not being prepared. The experience 
with projects built in the last few years is not being reviewed. There is no feed- 
back on their adequacy from users and administrators to program planners, 
nor from program planners to project architects and builders. Anyone trying 
to investigate social housing, develop a program, design and build a project, 
starts from square one, unless he happens to have done the job before. 

If our recommendations on supply were adopted, 50 per cent of new 
production would be government financed. Perhaps another 25 per cent would 
be insured under the NHA. That funding and insuring role could be a major 
lever for shaping the quality of the environment in which Canadians will live. 
We therefore recommend that a National Environmental Code for Good 
Housing be developed. The Code would be a set of guidelines, describing per- 
formance criteria and acceptable standards for the quality of housing. 

The components of the Code would include: 


(a) quantifiable functional standards, for such matters as areas, critical 
dimensions, sunlight, circulation capacities, and’so on, for each of the 
functional components of the units; 


(b) standards for the grouping of dwellings in residential areas, relating 
dwelling units to location, environmental criteria and community equip- 
ment and infrastructure (playgrounds for children of various age groups, 
multi-service social facilities, day care centres, schools, recreation 
facilities, pedestrian and road networks, parking, etc.); 


(c) guidelines for the homebuilding industry, relating the criteria for 
dwelling amenities and grouping to homebuilding processes. 


DEMONSTRATION PROJECTS 


Apart from the limited regulation function, little has been done to improve 
Canadian housing quality. In the early days of public housing, the federal 
government as the senior member of the federal-provincial partnership, tried 
to build award-winning public housing projects, including new housing forms 
and imported European and American ideas. That effort produced housing that 
stuck out like a sore thumb, resident dissatisfaction, and provincial and munic- 
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ipal opposition in the face of increased costs and delays. Public housing is no 
longer used as a demonstration program and no substitute has been found. 
Instead, there have been sporadic, grandiose gestures, like Habitat 67 and the 
recently announced $40 million demonstration project involving a new commu- 
nity to be built in Longueuil, Quebec, over a seven year period. 

Both within CMHC and in the architectural profession, one of the 
most pressing challenges for housing in the 70’s is acknowledged to be the 
development of acceptable forms of medium-density, low-rise, family housing. 
Yet nothing is being done to develop the necessary prototypes. There is no 
thought of the Corporation experimenting and developing housing projects 
itself. Private builders are not encouraged to innovate and seek funding for 
new ideas, except in slapdash, unworkable programs like the 1970 Special 
Innovative 200 Million Dollar Low Income Housing Program. No incentives 
are provided, although they could easily be developed in the form of prize 
money, sharing of development costs, higher loan-to-cost ratios, provision of 
land to smaller builders and architects, and so on. 

The basic flaws in that program as a stimulus for innovation were the 
lack of lead time to develop proposals and to allow the modification of approval 
routines, the refusal of government to accept part of the risk of innovation, and 
consequent need to rely on larger builder developers. 

Big builder developers are not interested in innovation, particularly 
innovation which improves product performance. Most of them are selling to 
captive markets. Their major concern with the physical units produced is to 
control costs. Most of them have come to depend on land development, rather 
than construction, for their profits. Profit margins on construction are thin. 
They therefore attempt to standardize units produced, develop as uniform 
construction processes as possible, and obtain land development permission as 
quickly as they can. To obtain planning permission, they again submit as close 
to a standard layout as possible, to avoid delays entailed when officials have 
to puzzle through novel proposals. 

Change should not be sought in expensive Operation Breakthroughs.13 
Work on modification in building systems is being done in enough different 
countries that we can simply purchase the benefit of other people’s research. 
What is required is incremental change, on a small, trial and error scale, in our 
Own institutional processes, organizational forms, and in the form and nature 
of the housing services offered. These changes will not yield large financial 
returns to those who develop them. They will most likely come from small 
builders and interested professionals, non-profit organizations and government 
housing corporations. 

We therefore recommend that CMHC implement a limited innovative 
program next year; that it limit maximum project size to 100 units and aim at 
an average size of 50 units; that it announce the program immediately and 
invite preliminary proposals, of which the hundred best ones would be given 


13 An American program designed to identify new building technologies by pro- 
viding large subsidies to major firms for research. 
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grants of up to $5,000 to develop more detailed proposals; that the grants be 
converted into building loans in the case of successful proponents; that loans 
be made at 100 per cent of cost; and that it be prepared to waive its own Resi- 
dential Standards, Code Requirements and general instructions where necessary | 
and invite the other levels of government to do likewise. 

A broadly based, small scale, user-oriented program, harnessing existing 
knowledge and expertise will not attract the attention of more expensive big 
industry programs, but will succeed in spreading risk and setting a climate in 
which incremental change can take place. 


Neighbourhood Services 


The level of community services in low income neighbourhoods is 
notoriously bad. Whether one thinks in terms of hardware (roads, schools, 
parks) or of public service (police, sanitation), the services received by poorer 
neighbourhoods are inferior. Studies done for CMHC have recommended that 
the urban renewal redevelopment programs be replaced with “community 
assistance” or “neighbourhood improvement” programs aimed at improving 
the flow of community services to those areas. 

Policy and program recommendations dealing with neighbourhood 
services are outside the terms of reference of this study. Since we contend that 
most low income households will continue to live in existing units in older 
sections of cities, and that housing policies must deal with the expenditure, 
quality and tenure problems of all households in existing dwellings, some com- 
ments on neighbourhood services are in order. 

In the last several years, there has been considerable pressure to include 
in new social housing projects community facilities for the use of low income 
residents but the logic of improving the community environment as part of a 
total approach to improving housing conditions has not been extended to exist- 
ing units. Day care centres are funded as part of new housing projects; no funds 
are available to municipalities or community groups to acquire or construct 
buildings for day care use in existing neighbourhoods. In new senior citizen 
projects, meeting rooms, cafeterias, and medical care are available. Again, no 
funds are provided for similar services to those who continue to live in older 
centre city areas. 

The few who gain access to subsidized shelter get improved community 
services as bonus. Those who remain behind get nothing. Efforts to achieve 
some equity in housing burdens and the quality of the physical shell should be 
matched by efforts to achieve equal access to a decent living environment. 


Chapter(11 


Administering a Comprehensive 
Housing Policy 


Professor Donnison lists a number of measures taken by governments 
which have adopted comprehensive housing policies: ! 


1. Estimates and projections of housing requirements are prepared 
for the whole country, and revised from time to time, contrasting the im- 
plications of different assumptions, and showing the programmes 
envisaged for the next five or ten years: thus the needs to be met are 
defined and discussed in a comprehensive fashion. 


2. The government may itself commission a large or small propor- 
tion of the houses in the programme or it may (as in West Germany) 
build no houses at all. But it draws up a long-term programme, which 
includes all forms of house building, and its own distribution is regarded 
as an integral part of that total . . . the housing programme is com- 
prehensively defined and, subject to marginal variations, virtually 
guaranteed by government. The government’s own contribution to this 
programme is not regarded as a ‘marginal’ intervention designed only 
to meet residual needs which cannot be met by other investors. 


3. By whatever means prove appropriate . . . government secures 
control of a sufficient volume of savings to ensure that money is avail- 
able to sustain the level of building it requires. 


4. Government does not merely predict but actively controls the 
total output of housing — often with great precision — and it relates 
this programme to other sectors of the economy ... 


5. The government has means for relating the output and geograph- 
ical distribution of new houses to the general development of the whole 
economy and of particular industries and regions within it. This is a 
peculiarly difficult task that cannot be performed with precision in a 
changing society — even in centrally planned economies where gov- 
ernment owns all the principal means of production — but systematic 
and increasingly effective attempts are made to forecast the growth 
and distribution of employment, population and households, and to 
show the relationships between these trends and the demands for 
housing and transport, and the pattern of land uses. 


1 Donnison, The Government of Housing, op. cit., pp. 99-102. 
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6. In addition to its responsibilities for new building, the govern- 
ment also has some control over the distribution of existing housing, 
particularly in the areas of greatest shortage, or has at least the right 
to exercise such controls, usually through municipal authorities. Thus 
housing policy deals with the use to be made of the whole stock of 
housing, not only with the distribution of new houses. To be effective 
such policies call for fairly extensive regulations of rents in areas of 
shortage. 


7. The government also finds it has to assume considerable control 
over the standards, types and sizes of the new houses built, in order to 
ensure that the existing stock is increased in ways that match the needs 
to be met, and that resources are used in an economical fashion to pro- 
duce a sufficient quantity of houses that can be let or sold at prices 
appropriate for the households who are to go into them. 


8. The development of the building industry that is to fulfil these 
programmes cannot be left to chance without jeopardizing the rest 
of the system, and the government therefore assumes increasing re- 
sponsibility for improving the technology, organization and general 
efficiency of the industry, through research, education, practical dem- 
onstrations, development projects and other means. 


9. These responsibilities cannot be fulfilled unless government is 
constantly informed about the development of relevant features of the 
economy armed with long-term forecasts of future needs and resources, 
and briefed by officials familiar with current research in a variety of 
technical and social fields. Thus government conducts, promotes and 
uses research on a considerable scale. . . . It could be predicted from 
the nature of the first two responsibilities that any government 
committed to meeting housing needs in a comprehensive and 
sufficiently ambitious fashion would in time be led, as a matter 
of logical necessity, to assume most of the remaining commitments. 
Those that have gone much further find themselves applying, in the 
sphere of housing, a new philosophy of government. They are no longer 
regulating, supplementing, stimulating or restraining the operations of 
an independent market. They have assumed responsibility for determin- 
ing the objectives to be attained, and hence for mobilizing the resources 
and creating the conditions required for that purpose. The distinctions 
between the ‘public’ and ‘private’ sectors of housing — distinctions 
which are central to the thinking of those accustomed to a ‘social’ 
pattern of housing policies — have lost most of their significance. 
Private enterprise usually has as large a part to play as ever; often a 
larger one. But it operates within the context of a plan determined by 
government. 


Under a comprehensive housing policy, government agencies cannot 
simply react crudely to vaguely perceived problems. Objectives are set and goals 
targeted. Research is done to determine as precisely as possible the nature and 
extent of the problem, the forces at work in creating it, the resources available 
to deal with it, the best way to organize and allocate them. Careful planning is 
done. 

This section discusses proposals for the reallocation of responsibility 
and the reorganization of government agencies to build responsive planning 
mechanisms into the housing decision system. 
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The Federal Role 


First and foremost, federal housing activity must shift from financing 
or insuring to meet a specified number of unit starts to planning for housing 
need, housing quality, the preservation of the existing stock, and the social 
implications of governmental housing efforts. 

The primary role of the federal housing agency should not be that of 
project banker and approving authority. While banking and approving loans 
are functions that must be performed, far more important from a social housing 
perspective are the functions of: 


(1) developing national housing policies and programs, 

(2) monitoring economic conditions and policies relating to housing, 
(3) evaluating existing policies and programs, 

(4) coordinating federal housing and housing related efforts, 


(5) sponsoring experimentation and development of new concepts and 
processes, 


(6) providing the necessary expertise for those charged with the develop- 
ment of social housing, and 


(7) speaking for the interests of the housing consumer. 


The federal government is best able to carry out these functions. Under- 
lying several of these is the need for housing research. In CMHC and Statistics 
Canada — which has recently undertaken important work in housing related 
areas — the federal government has the best instruments for national housing 
research. And there is a need for national (as well as regional and provincial) 
research. The markets for some of the factors of production — money, labour, 
some construction materials, enterprise — are national. Important levers affect- 
ing housing — tax and monetary policy — are in federal hands. Most of the 
housing research in the country is being done under the aegis of the federal 
government. Perhaps most important, with the provinces moving constantly 
deeper into program administration, only the federal government has the time, 
in some cases the money, and (perhaps) the inclination to do the necessary 
research. 


POLICY AND PROGRAM DEVELOPMENT 


National housing policy should be built around national housing goals and form 
the context for the development of provincial housing programs. But it is 
critically important that social housing programs not be “basket programs” that 
attempt to cover the needs of the entire country with a single set of standards 
and regulations. Programs to achieve national housing goals should instead be 
hammered out with each province, or with several provinces in a single region, 
so that the provincial program becomes the mechanism to attain national hous- 
ing goals. To encourage the developmient of flexible and responsive programs, 
the federal government must be prepared to decentralize decision authority. 
This report strongly recommends that the federal government enter into master 
agreements providing for block loan funds with all the provinces. We make that 
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recommendation for a number of reasons. Under the present system (as de- 
scribed in the review of the public housing program in Chapter 5) federal 
leverage to affect provincial decisions is minimal. Through the approval process, 
the federal government tries to affect the quality of individual projects. Few 
proposals are rejected; friction and tension between levels of government is 
constantly present. No attempt is made to use the budget process, the annual 
provincial request for funds, as a means of ensuring that federal funds are used 
to achieve national goals. 

Federal officials are so enmeshed in consideration of individual projects, 
the number of which has been multiplying annually, that no one has time to 
review and evaluate programs. The pressure on provincial officials, who have 
far more work to do in developing rather than just reviewing proposals, is even 
greater. Everyone is concentrating on the trees and no one is looking for the 
forest. 

The federal review involves a duplication of the work done at the pro- 
vincial level. While it may have been necessary when the provincial corporations 
were not well established and were still feeling their way, there is little justifi- 
cation for continuing it today. It is a waste of time and effort, and of the tax- 
payers’ money — particularly when there is so much other important work to 
be done at the program level. 

Perhaps the best reason for suggesting that the federal government offer 
to enter into that arrangement is that it will be under strong pressure to do so 
in any event and is not in a strong position to refuse. Quebec already has such 
a master agreement. Ontario has requested one and will do so again. Similar 
requests will come from Manitoba, Alberta and Nova Scotia, all of which have 
rapidly established and expanded their provincial housing organizations. A clear 
trend is developing for provinces to seek complete control over social policy 
within their geographic boundaries. A joint committee of the House of Com- 
mons and the Senate has endorsed that position.2 The provinces are pressing 
Ottawa to revise their revenue sharing agreements, to give the provinces the tax 
sources to proceed in those areas. 

With those currents flowing, the federal government can continue to 
insist on individual project approval, as the price of its assistance. It could tell 
the provinces that if they dislike submitting to a banker’s approval, they can 
raise the necessary capital funds themselves. We assume that the federal govern- 
ment appreciates the usefulness of housing policy as a tool for shaping people’s 
living environments, particularly the urban environment, and wishes to retain it. 
If that is the case, no sounder tactic could be found than giving up a power of 
limited worth — individual project approval — for the ability to join with the 
provinces in developing provincial housing programs in conformity with na- 
tional housing goals. 

Finally, it seems the best way in which to devolve program and project 


2 Report of the Special Joint Committee of the Senate and the House of Commons 
on the Constitution of Canada, Senator G. L. Molgat and M. MacGuigan, M.P., 
Joint Chairmen, Fourth Session, 28th Parliament, 1972. 
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planning to the metropolitan level. That has been a federal goal for more than 
twenty years. Federal banking with provincial development of projects has not 
led to that result. If federal lending techniques shift so that the provinces be- 
come the bankers within their own boundaries, much of the development role 
may be passed on to the municipalities, as it has in Quebec. 

In theory, the federal housing agency should be prepared to make block 
loans and transfer individual project authority to the provinces for all social 
housing programs (including rental programs operated on a full recovery basis 
or with operating subsidies, and programs involving direct loans to individuals, 
such as assisted homeownership programs or rehabilitation programs). Authori- 
ty transfers in these programs should not occur until — and should only take 
place on condition that — the provincial lending agency is itself decentralized 
and able to offer lending services at the local level. 

It is extremely unlikely that any of the provinces (except perhaps On- 
tario) would want, or be able, to provide branch offices for direct homeowner- 
ship or home improvement loans in the near future. It is similarly doubtful that 
they would be in a position to make loans to non-profit or cooperative groups 
in a large number of cities without involving complex mailing procedures 
through which the groups would contact the provincial corporation’s head 
office. Under such circumstances, it would appear appropriate that the federal 
housing agency — already organized to provide branch services in a variety of 
centres — continue to carry out that lending function. On the other hand, 
should the provinces decide to provide rental housing directly (or lend to the 
municipalities to do so) a centralized banking operation would suffice. While 
the choice of direct lending, direct building, or block lending to the municipali- 
ties, should remain with the provinces, efforts should be made to encourage 
decentralization of the provincial housing agency and — preferably — delega- 
tion of provincial authority in social housing to the municipalities. 


MEETING PROGRAM GOALS 


In order to facilitate mid-term program planning, the federal government should 
be prepared to plan for and commit funds for a five year period. 

It is an almost universal provincial complaint that planning is an im- 
possibility in the absence of an assured flow of federal funds. While federal five 
year program commitments would facilitate provincial planning, they would 
also require that the provinces in turn outline their activities and project their 
financing needs on a five year basis. Five year planning of provincial social 
housing activity would better enable the federal government to analyze and 
evaluate the effectiveness of provincial efforts to achieve national housing goals 
as stated in program objectives for a particular area. 

While loan commitments would be made for a five year period, block 
loans would be made for one year terms initially and thereafter for two year 
periods. The monies committed for the five year period, then, would only be 
forthcoming if provincial activity in fact satisfactorily complied with the jointly 
agreed upon program goals and requirements. If the province is able to meet 
its objectives, it is assured of that necessary funding. If, however, its social 
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housing activity falls short of its objectives — or is not in keeping with the 
program as outlined — then the commitments could be reviewed and adjusted. 

A mechanism must be developed to encourage and ensure that the funds 
lent the provinces are utilized for purposes in conformity with the housing goals 
and program objectives. Should provincial activity be entirely unsatisfactory, 
it would theoretically be possible to cut off funds entirely during the five year 
period. The political difficulties of doing so would be great. A far more accep- 
table control would be a freeze on the level of funding (rather than continuing 
the projected increase in funding level concomitant with projected increases in 
social housing activity) and initiation of a direct federal program competitive 
with provincial activity. Direct federal activity should only occur as the result of 
provincial refusal to develop a mutually satisfactory program, or provincial 
failure to honor program commitments. Federal activity should not displace 
provincial activity; it should provide a standard against which to measure pro- 
vincial program effectiveness. 

Present cost sharing arrangements, requiring provincial concurrence in 
federal action, militate against an independent federal program competing with 
provincial activity. Clearly, the provincia! government would have to agree to 
share the cost of federally built subsidized units if the province failed to achieve 
its own goals. Such agreement could perhaps be a condition of the block loan 
funds. If, however, a general shelter allowance is adopted and subsidization 
transferred from the supply to the demand side, then either level of government 
could independently fund and/or build non-profit, full recovery housing. 
Whichever subsidy form is employed, the federal agency should agree not to 
act as long as the province is fulfilling the program objectives adequately. 

As a further control on provincial commitment to stated program objec- 
tives, a condition of continued funding should be that the province prepare an 
evaluation of its social housing program to be tabled before its legislature. This 
would encourage adequate provincial debate on program objectives and the 
means used to achieve them, as well as provide the federal housing agency with 
a self-evaluation by the province of provincial activity. 

To the extent that the federal housing agency retains certain direct 
banking functions, its activity must be made to conform to the social housing 
program developed for the province and agreed upon by the federal agency. 
In the same way, provincial re-lending of funds in block to municipalities must 
also be tied to the national housing goals and program objectives as agreed 
upon for that province. 


ORGANIZATIONAL CHANGE 


A Department of Housing. Chapter 4 noted that the crown corporation form 
for the federal housing agency was chosen as a suitable vehicle both for stimulat- 
ing housing production and carrying on market-oriented lending operations. 
This study has not considered the effectiveness of Central Mortgage and Hous- 
ing Corporation as a bank, lending funds for the production of middle income 
housing. What has been examined in some detail is the role of CMHC in the 
planning and administration of social housing programs. That examination and 
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review suggests that a crown corporation is not the appropriate organization 
for planning and implementing social policy. The Corporation is too distant 
from the political process, from its Minister, and from other federal depart- 
ments. Its banking role, functions, and attitudes become confused with its social 
planning ones. 

Interposed between the Corporation and the Minister is a Board of 
Directors composed of senior executives from the private sector, senior civil 
servants, and citizen members from the various regions of the country. In the 
past, when the social housing function (and therefore Ministerial concern about 
the performance of the function) was minimal, the Board played a key role in 
the development of housing policy. Because of the Board’s makeup, it was 
largely a conduit for the views of the Department of Finance on the role of 
housing in overall economic policy and busied itself with ensuring that corporate 
affairs were conducted in a business-like manner. Today, with much greater 
ministerial interest and intervention, the Board’s field of activity has been 
reduced drastically. 

Under section 5 of the Central Mortgage and Housing Corporation 
Act,’ the Corporation is to “comply with any directions from time to time given 
to it by the Governor in Council or the Minister respecting the exercise or 
performance of its powers, duties and functions.” The close ministerial super- 
vision which exists in the case of a department is not anticipated by the legisla- 
tion. Instead, ministerial attempts to exercise control have usually consisted of 
sporadic forays into the policy field, in the midst of other concerns regarding 
other functions (Transportation, Urban Affairs, the Status of Women). The 
irregular pattern and haphazard results are unacceptable. What is required is 
an organizational form which symbolizes ongoing control by the Minister. 

Addressing itself to the position of boards of management, the Glassco 
Commission made a point which is equally applicable to crown corporations:4 


The kind of independence possessed by their boards is dependent upon 

Ministers being absolved by Parliament and the public of their tradi- 

tional responsibility for the day to day conduct of operations. The 

essence of this form of organization is that ministerial intervention will 
normally be confined, . . . subject to parliamentary sanction, (to) the 
general lines of their policies and objectives. 

Later, when referring specifically to the crown corporation form, the 
Commission noted that the major organizational advantages are “immunity 
from the external controls to which ordinary departments are subject, especially 
in their financial and personnel administration.’ Immunity from control, how- 
ever, has its drawbacks. At present, CMHC is one of the few crown corporations 
which always shows a profit. As long as that continues, the Corporation is 
virtually assured of freedom from tight Treasury Board control. The resulting 
Corporation concern with profits militates against making “risky” loans to 
groups without demonstrated professional competence and against expansion 


3 Revised Statutes of Canada, 1952, Chapter 46, section 5. 
* Royal Commission on Government Organization, 1963, Volume 5, p. 60. 
PADIA. pes, 
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of staff complement to establish banks of expertise, provide technical assistance 
to groups, and develop a strong research and planning capability. 

Making housing a departmental function has been recommended several 
times. In 1963 the Glassco Commission observed:® | 


For the lending, guaranteeing and insuring agencies (including 
CMHC)... the scale and character of operations depend on a calcula- 
tion of what the public interest requires rather than of what the market 
will take. Consequently, . . . the initiative in shaping policy must rest 
with ministers to a far greater extent and a board (of directors) com- 
posed of businessmen or others having special knowledge relevant to 
operations can only play a minor role in matters of policy . . . In the 
opinion of your Commissioners, these- organizations might properly 
be more closely assimilated to the departmental form, with advisory 
councils where appropriate and, if necessary, special review procedures 
to ensure impartiality in the treatment of applications for loans and 
guarantees. 


Six years later, the Hellyer Task Force wrote:" 

Under the present system CMHC is, in theory at least, the administra- 
tive agent of the government. The responsibility for policy decisions 
rests, again in theory, with the government itself and the Minister to 
whom this role is assigned. The flaw in this system is that the Minister 
has no other source of policy advice and research than CMHC itself, 
he has no “department” to provide these services to him. In practical 
terms then, the effective role of policy advisors to the Minister rests with 
the executives of an independent agent which, by law and conception, 
is supposed to be the administrative body for implementing decisions 
made by the government itself. 

The Task Force believes this system is faulty and that the federal cabinet 
should include a Minister responsible for housing and urban develop- 
ment on a full-time basis and, equally important, staffed with a depart- 
inent to assist him in carrying out these important policy functions... 


In its report, the Task Force pointed out that the reluctance to create 
such a department in the past had stemmed from a federal reluctance to create 
a ministry which might appear to be concerned essentially with matters which 
fall within other constitutional jurisdictions.® 

That has been a primary concern of the present government. To avoid 
criticism of invasion of constitutional territory, the decision was taken in 1971 
to create a Ministry of State for Urban Affairs, rather than a department. Its 
role was defined in terms of initiating new policies and projects, evaluating new 
and existing policies and projects related to urban affairs, coordinating national 
policies on urban affairs among national departments and agencies, and co- 
ordinating federal activities to cooperate in urban matters with the provinces 
and municipalities.® 


8 Ibid., pp. 65-66. 

7 cee eae of the Federal Task Force on Housing and Urban Development, 1969, 
Dalz. 

8 Ibid., p. 69. 

9 The Canada Gazette, Part 1, July 10, 1971, pp. 1768-1770. 
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To date, the major emphasis of the Ministry has been on research and 
policy development, in an attempt to define an urban growth and development 
Strategy at which federal policies should aim. No attempt has been made to 
establish an urban-oriented policy for particular departments or agencies. 
Rather, what is being sought is a framework against which the urban-oriented 
policies of those federal agencies can be measured and balanced (coordinated). 
That leaves the task of developing an urban-oriented (and for that matter, a 
rurally-oriented) housing policy with CMHC. That function is not an appro- 
priate one for a crown corporation. It might be suggested that once the Ministry 
has developed its urban policy framework, it could be adopted and imple- 
mented by the Corporation. But that framework will of necessity be very broad 
and more specific national housing policies are required. 

In order to develop a national housing policy — or, more specifically, 
a national social housing policy — responsive to and reflective of government 
aims and priorities, this report recommends that housing become a departmental 
rather than crown corporation function, and that a Department of Housing be 
established. 


an exercise be undertaken with the Urban Renewal and Public Housing Division 
and the Loans Division in order to begin to determine the effectiveness of the 
existing social housing Programs and undertake a thorough examination of 
lending practices, and the interrelationship between the two. 

The head office should become a bank of technical expertise available 
to undertake, or assist in, experimental and developmental projects. In some 
cases, the experimental projects could be federally run. Preferable, however, 
would be a system in which skilled personnel were loaned to provinces, munic- 
ipalities, or non-profit groups for assistance on specific or innovative projects. 
More routine day-to-day assistance for projects falling within the more estab- 
lished pattern would be available at the branch level. 

In order to stimulate a general interest in social housing, as well as 
encourage the development of innovative approaches and projects, the federal 
housing agency would take on a much more active leadership role in disseminat- 
ing information, coordinating housing related activities in other federal depart- 
ments and agencies, promoting research and education programs in housing 
as well as urban studies, and lobbying for increased consumer protection in the 
housing field. 

Information dissemination is a particularly vital function. Provinces, 
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municipalities, and various consumer groups will not participate in social hous- 
ing programs unless they are adequately apprised of what is available and the 
advantages of participation. The further down the line one goes from the federal 
level of government, the more important information dissemination becomes. 
This report frequently notes the tendency of government housing agencies to 
develop strong connections and communication flows with various expert 
bodies, etc., the builders and developers that produce housing and other govern- 
mental housing agencies. The category most frequently overlooked, ignored, 
and indeed excluded from policy development and program implementation 
was the community group. 

Composed of amateurs, very often with a low income membership, 
community groups — whether neighbourhood organizations that are geographi- 
cally based or other, non-geographically based groups — rely heavily on infor- 
mation, advice, and funding from the public sector. A special effort must be 
undertaken to ensure that such groups are encouraged and enabled to par- 
ticipate. 

In addition to learning about the various housing programs made avail- 
able by the government, the public in general must be given access to data and 
information evaluating the effectiveness of existing programs and indicating the 
dimensions of housing need. Opening up the system to provide public access 
to such information would go a long way toward providing for increased par- 
ticipation in policy development. A well informed public is both more likely 
and more able to participate effectively in policy reviews undertaken at the 
various levels of government and to evaluate the relative desirability of alterna- 
tive courses of action. A vital first step, then, might be to publish much of the 
in-house research undertaken within Central Mortgage and Housing Corpora- 
tion in the past year. In addition, public access should be provided to much of 
the raw data used as a backup to, but not contained in, Canadian Housing 
Statistics. 

In a further effort to better inform the process of policy development 
and program evaluation, the federal housing agency should be given a leading 
role in the integration of policy making and research into a variety of housing 
related problems. Except for occasional ad hoc interdepartmental committees 
(which meet infrequently and irregularly) the housing efforts of the various 
federal departments are totally uncoordinated. National Health and Welfare 
makes housing rehabilitation grants, funds community social and recreational 
facilities under the Canada Assistance Plan, and makes grants to neighbourhood 
groups interested in improving housing. The Department of Regional Economic 
Expansion provides money for the installation of community infrastructure, like 
roads and sewers, in designated growth centres. The Department of Indian and 
Northern Affairs is responsible for housing programs for Treaty Indians but 
not for Métis. The latter are within CMHC’s purview. Loans for farm housing 
are made by the Farm Credit Corporation, supervised by the Department of 
Finance. Mobile housing production is sponsored by the Department of Indus- 
try, Trade and Commerce. Taxation policy affecting housing and land develop- 
ment is proposed by the Department of Finance, with limited input from 
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CMHC. The list goes on and on... . Some form of interdepartmental coordina- 
tion, probably by way of a permanent committee, is imperative. 

A classic example of an issue crucial to housing policy would be the 
development of the capabilities of the residential construction industry. Re- 
search on that subject would have various aspects under study by the Depart- 
ment of Trade and Industry (activity), the Department of Manpower (manpower 
training), the Department of Labour (labour management relations), Statistics 
Canada (corporate size, assets), the Department of Consumer Affairs (com- 
petition, prices and incomes policy), the National Research Council, and most 
recently, the Economic Council of Canada. The work of each of these agencies 
has a crucial bearing on the supply, quality and price of all housing, and, 
therefore, on low income housing. The federal housing agency is the natural 
unit to coordinate and monitor that research. 

In the field of non-governmental research, the federal government is 
only just beginning to direct the areas for analysis, rather than responding to 
demands for funds. It has been clear during the course of this study that there 
is a tremendous lack of basic research in the housing field. There has, for exam- 
ple, been virtually no work done in the analysis of the economic problems 
involved in housing since O. J. Firestone wrote his book in 1951, except for 
several pieces on the operation of the mortgage market. 

While substantial sums of money for continuing support have been 
made available to institutions concerned with urban problems, there has been 
little attempt to determine the extent to which the research and/or activities of 
the organization focus on housing or housing-related projects. With the estab- 
lishment of the Urban Affairs Ministry, it would seem reasonable to expect 
that those organizations wishing to undertake work in the broad field of urban 
problems rather than specific study in the area of housing or housing-related 
problems should be funded through the Urban Affairs Ministry rather than the 
federal housing agency. In terms of housing and housing-related research, it 
would appear that a much expanded Part V budget will be required to fill the 
backlog. 

With the reorganization of the head office (shifting the emphasis from 
daily program administration to policy development and program evaluation) 
it will be necessary to build research and evaluation capabilities into the field 
offices as well. In the fourth chapter of this report, it was noted that various 
reorganizations have left the regional office without a clear definition of func- 
tion. As a result, the regional offices became the focal point for experimentation 
in the region, with the regional supervisors taking on the dual role of federal 
ambassadors to the provinces and advocates for provincial positions when 
dealing with Ottawa. The concept of an innovative, policy-oriented regional 
office is one that should be strengthened and underlined. In order to properly 
perform that function, however, the regional office should be significantly re- 
organized to provide a policy research and program evaluation capability. 

7 Strengthening the regional office in this manner would provide the fed- 
eral housing agency with an organizational structure that would better facilitate 
the decentralized, provincially-oriented approach to housing program develop- 
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ment that has been outlined above. The regional offices would become the 
research and information centres monitoring and evaluating housing need and 
program effectiveness in the region. In addition, the regional office would be 
expected to work closely with provincial housing agencies to: encourage and 
initiate experimental and innovative approaches; assist in the development of 
in-house expertise at provincial and municipal levels where desired; exchange 
information on need, program effectiveness, and the results of activities and 
efforts in other regions; and, particularly important, assist the province in 
developing housing programs that both address themselves to the needs of 
major urban centres and take into account the long neglected housing problems 
in rural areas and small towns. In this way, the regional supervisors’ dual 
ambassador/advocate role is acknowledged and strengthened — a particularly 
important consideration in providing block loan funds to the provinces. 

In Quebec, Ontario, and British Columbia the formalization of the 
ambassador/advocate role is easily made. For the Prairie provinces and Mari- 
times, however, a closer examination should be given to the possibility of 
establishing additional regional offices. Study findings suggest that this might be 
particularly important in dealing with the Province of Alberta. The smaller 
size, closer proximity, and increased similarity of problems and factors affecting 
low income housing may obviate the need for further decentralization in the 
Maritime provinces, as may the growing trend toward joint action by the prov- 
inces, with the possibility of Maritime union. 

In addition to assisting Head Office in its policy development and the 
province in its program direction, the strong policy planning apparatus at the 
regional level should be organized to assist and advise the branch office in its 
work. Recognizing the potential differences in the kind and complexity of 
housing problems in major centres, lesser centres, small towns, and rural areas, 
it is recommended that the regional research unit reflect the need to develop 
expertise in understanding the housing problems in each of these areas in its 
organizational structure. To this end, the regional staff should carry out broad 
research in the entire region, while assisting the branch technical personnel in 
carrying out specific program reviews to determine program effectiveness in the 
specific area, and highlight the direction in which future activity should move. 
The researchers in the regional offices would be expected to work closely with 
branch staff in identifying key characteristics and issues in the area, much as 
personnel in the central policy planning unit would be expected to work closely 
with the technical staff in each of the operating divisions to similarly develop 
an understanding of program operation and key issues to be explored. The 
regional staff, then, would provide support services to the branch office in 
developing and implementing various projects (particularly those of an innova- 
tive or experimental nature), whether undertaken directly by the municipal level 
of government or the private sector, especially non-profit and community 
groups. 

The branch office continues to have primary responsibility in the area 
of day-to-day administration of programs. To these responsibilities must be 
added a program evaluation function. Because the regional office will house 
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the majority of full time research and evaluation personnel, it may not be 
necessary to build in separate staff at each branch to perform that function.1° 
Whether a separate staff is built in or not, it is clear that a careful review must 
be given to the skills presently reflected in the staff of the branch offices. 

Parallel to the initiative posture of the regional office, the branch offices 
would be expected to work closely with their municipal counterparts in devel- 
oping municipally-oriented programs to meet the low income housing needs in 
one particular area. The branch office should be particularly able to assist the 
municipalities in the necessary collection and evaluation of data to determine 
the extent of the need, evaluate program effectiveness, and point the way for 
future action. The branch, then, should undertake a similar ambassador / 
advocate role with the municipality in its area. In this case, it would be an 
ambassador for the regional policy perspective, and would, in turn, become the 
advocate at the regional level for the needed resources and program shifts to 
better meet the needs of its city. The inclusion of these functions may well 
require additional specific skills at the branch level. 

Perhaps more than any other level in the federal housing agency organi- 
zation, the branch office is charged with the responsibility of working closely 
with the private, non-profit sector. The information dissemination activities 
begun in Ottawa are only effective to the extent that the branch office under- 
takes an aggressive, out-reaching role in contacting a variety of non-profit 
groups and informs them about the variety of programs available to them, and 
assists them in developing proposals and carrying out projects where they ex- 
press an interest. The present willingness to contact, encourage, and indeed 
lobby with the profit-oriented private sector to facilitate and increase its partici- 
pation in housing programs must be translated into a similar willingness to deal 
with the non-profit sector. The likely additional need of such groups for expert 
assistance in a variety of areas may well point to the necessity for an increase 
in the number of expert staff from a variety of professions to be located at the 
branch level. 


The Provincial Role 


In Ontario, Quebec, and Manitoba, a strong sense of the need to develop 
provincially-defined housing programs suited to the needs of each province 
already exists. The goals of a national housing policy, outlined above, rely on a 
willingness by each province to take a careful look at the housing needs of its 
people and delineate and define the necessary courses of action to meet national 
housing goals within the context of the circumstances in that particular prov- 
ince. Both central and regional federal structures would be organized with a 
view toward developing provincial housing programs. It is not necessary, how- 
ever, for every province to develop a strong, independent housing agency to 


10 The exception may well be branch offices located in large, highly complex urban 
centres where the scale of the problems to be understood merits a staff on site. 
Locating the regional offices in the major urban centre of each province, however, 
may go a long way toward meeting this need. 
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administer directly the loan funds committed to the province in block form. 
Various provinces for various reasons may choose instead to utilize CMHC 
expertise in the administration of provincially-determined programs. 

Saskatchewan and British Columbia, for example, have not established 
provincial housing corporations. They have, instead, established housing agency 
structures that rely heavily on CMHC participation. In the Maritimes, as well, 
provincial housing agencies are relatively small and lacking in expertise. Limited 
provincial resources may lead a province to decide against establishing a major 
administrative unit. The administration of low income housing programs (the 
entire program or a portion thereof) could be undertaken by the federal housing 
agency on a fee-for-service basis. Put another way, limited provincial resources 
and/or a provincial desire to work more closely with the federal housing agency 
should not result in a second-class position. 

A federal willingness to provide the necessary administrative machinery 
does not relieve the province of the responsibility to identify and develop the 
preferred course of action to meet the need for low income housing. The prov- 
ince would continue to be responsible for program development in conjunction 
with the federal housing agency, and for program evaluations (on a regular 
basis), to be tabled before its provincial legislative assembly — responsibilities 
equally applicable to those provinces utilizing block commitments of loan funds. 

For those provinces that would prefer to make use of block commit- 
ments of loan funds and administer programs themselves, it is recommended 
that they be permitted to do so with the provisos and conditions laid out in the 
previous section discussing the federal role: that the province develop a low 
income housing program consistent with national housing goals and mutually 
satisfactory to the province and the federal housing agency; that the province 
undertake a regular program evaluation to determine the effectiveness of its 
efforts; that program activity be projected on a five year basis, broken down 
with yearly objectives; that continued funding to the level agreed upon with 
the five year commitment be contingent upon meeting the annual objective; and 
that the provinces be in a position to provide service to potential borrowers 
equivalent to that provided by the federal housing agency. 

The programs most likely to be affected by this proviso are the various 
direct lending programs that assist homeownership and provide home improve- 
ment or rehabilitation loans. It may well be that a given province may decide 
to leave those programs within the federal orbit, rather than take on 
responsibility at the provincial level. To the extent that this occurs, the decision 
authority regarding program administration is then left with the branch office 
of the federal housing agency. Because extensive planning and evaluative 
capabilities are located both at the branch and regional level, the branch office 
should be able to satisfactorily integrate federal lending activity, under these 
programs, with the priorities and thrusts of provincial low income housing pro- 
grams. Just as provincially-determined housing programs must be in conformity 
with national housing goals, federal housing activities at the local level must 
conform to provincial housing goals and policies. 

Regardless of the number of provincial agency offices dispersed through- 


385 


out the province, there remains a clear need to decentralize decision authority 
beyond the provincial level. The principle of decentralization which suggests 
that the provinces are better able to determine the needs of their area than the 
federal government, also suggests that municipal organizations are likewise 
more sensitive to the needs of their areas than their provincial superiors. And 
in many of the major centres, the municipalities have made important advances 
in developing sophisticated planning staffs capable of undertaking a social 
housing policy development function. 

The provinces (Ontario in particular) should learn the lessons of 
CMHC’s experience. They presently find themselves in very similar centralized 
situations, with little ability to undertake policy planning as a result of being 
weighed down with the burden of day-to-day program administration. Provin- 
cial concern that focuses on the number of unit starts as an indicator of program 
effectiveness — again parallel to federal concerns — has likewise hamstrung 
provincial ability to perceive the social aspects of housing need and social impli- 
cations of their program activity. Every effort should be made to encourage the 
Provinces to adopt a role within the province similar to that proposed for the 
federal housing agency in the national context. 

Just as the federal agency must be restructured and re-oriented, the 
Provinces also must begin to develop a policy planning capability. They have 
been interested in the social aspects of housing policy for at most six or seven 
years. During that time the emphasis has been on getting housing on the ground, 
and on increasing the level of starts annually. There has been little time to 
review performance or redefine goals. In some cases reliance has been placed 
on private consultants to perform that function. That work must be done by 
Senior management, although outside professional help may prove useful. 

The provinces should assume responsibility for policy and program 
development and evaluation within their areas, and leave implementation to 
the local level. To that end, this report recommends that the bulk loan agree- 
ments provide for federal loans to cover 100 per cent of the capital cost of 
projects to be built by municipalities or non-profit groups, 95 per cent of the 
lending value for entrepreneurial projects, and 24 of the cost of projects to be 
constructed and owned by the provinces. 

The latter provision would provide an incentive to the provinces to 
transfer responsibility for individual projects to the local level. It would not, 
however, necessarily induce them to give overall program control to munici- 
palities with the ability to plan and develop comprehensive programs. Individual 
projects, at least, would have a better chance of meeting local needs and con- 
forming to municipally-developed social housing policies and priorities. The 
provinces should thus be encouraged to make block loans at least to the major 
metropolitan centres to strengthen their self-reliance and ability to control their 
own destinies. 

To promote municipal willingness to accept that responsibility, the 
federal government should be prepared to make grants to municipalities — to 
be matched by the provinces — of 25 per cent of the cost of developing a com- 
petent housing department and of its operations for the first three years. Such 
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a system would encourage the development of ongoing municipal capability at 
a cost to the federal government roughly equivalent to what would otherwise 
be its operating costs for programs during that same development period. During 
the development stage of the municipal housing agency, it may be necessary 
for both the federal housing agency and the provincial housing agency to 
provide additional manpower and expertise in order to ensure that a municipal 
social housing program is not delayed for want of administrative capability. 
Again paralleling the federal-provincial arrangement, municipal policies and 
programs would have to be presented to the provinces when seeking the block 
loan and would have to meet broad overall provincial objectives. 
Considerable emphasis has been placed on the need for the provinces 
to develop comprehensive housing policies that are integrated with broad 
provincial objectives. In order to undertake the development of such policies 
— and programs to implement them — it will be necessary to bring the pro- 
gram planning of the provincial housing agencies far closer to the general 
provincial policy development process than has been the case in any of the 
provinces. To that end, the provinces should place housing responsibility in the 
context of an organizational structure more responsive to the broad thrusts 
of provincial policy than independent housing corporations or commissions. 


The Municipal Role 


This report strongly recommends that housing be planned and 
developed by the level of government which is closest to the people — the 
municipal level — when the housing is to be state-owned, and that it be devel- 
oped by the users and potential users themselves wherever possible when the 
housing is not to be state-owned. In either case, however, it is fundamental 
that housing conform to a delineation of social housing policy within the context 
of a general municipal housing policy that is carefully integrated into overall 
municipal planning and development objectives. 


The conventional wisdom in opposition to this position suggests that 
“the municipalities are not concerned with low income housing,” or “they lack 
the necessary competence to plan for low income housing,” or “with the present 
tax structures, the only housing that municipalities are interested in is luxury 
high-rise which produces high revenue levels with limited expenditures.” In 
fact, what little anticipatory and strategic planning for housing that has been 
done in this country has been at the municipal level. The provinces have been 
reluctant brides at the housing altar, the majority dragged, kicking and scream- 
ing, unwilling to accept responsibility in the social housing field. In most 
provinces, and clearly for the longest time, it was the municipalities, under 
pressure from local groups, who took the initiative in the social housing field. 
Even today, most of the major initiatives in land assembly have come from the 
municipalities. 

Municipalities are no longer just local caretakers, fixing roads, installing 
sewers, putting out fires. The concerns of local government today include educa- 
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tion expenditures, recreation services, welfare, transportation and, most 
important and most time consuming, the form and location of future residential 
and commercial development. Through their involvement in redevelopment 
issues, including the destruction of existing low and moderate cost housing and 
its replacement with luxury accommodation, municipalities are constantly con- 
fronted by and required to deal with low income housing problems. 

Faced with the need to provide a wide range of urban services and to 
determine priorities among them, local governments have strengthened their 
planning capabilities. The urban planning competence of personnel in the 
planning departments of the large metropolitan governments is clearly equal 
to, if not superior to, that in the housing agencies and departments of municipal 
affairs at the provincial level. To the extent that this capability does not clearly 
cover technical housing questions, the answer is not to channel authority 
upwards but to develop the necessary municipal expertise. 

Development of municipal expertise — as noted above — may involve 
either the lending or transferring of personnel from the two senior levels to the 
municipalities and/or the provision of grants for the development of municipal 
housing programs and partial payment of the operating costs for the first several 
years until the municipal housing agencies are fully developed. 

The argument that municipalities are not interested in low cost housing, 
because of tax planning considerations, should not be met by simply forcing 
them to accept social housing. Again, the answer lies not in centralizing the 
decision authority but in attacking the financial problems of municipalities. 
Unless and until the senior levels of government acknowledge their respon- 
sibility to municipal residents and come to grips with the problem of the 
restricted revenue base of municipalities, local opposition to low cost housing 
will continue. 

The present system of financing municipal activities results in a 
tremendous waste of national resources. In order to increase property tax reve- 
nues by perhaps 25 per cent, municipalities require larger unit sizes and lower 
densities than many housing consumers desire or require. The increased pur- 
chase price means a larger property tax base for the municipality, and also 
means, for our national resources, that the limited amount of capital available 
for housing goes to produce fewer units than it otherwise might, and that sub- 
Sidies are required to allow persons of moderate income to acquire housing 
who otherwise could afford it on the private market. Part of that subsidy, then, 
pays for the increased taxes resulting from the increased unit size. Indeed, a 
rather circuitous method for the senior levels of government to use to transfer 
revenue to the municipality! Surely the more socially useful approach would 
be to permit municipal participation in income tax revenues. 

This is not the first study to remark upon the fiscal plight of Canadian 
municipalities. A Parliamentary Committee reviewing the Canadian constitu- 
tion recently observed: 


11 Report of the Special Joint Committee of the Senate and House of Commons, 
Ope cil. p: 59. 
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Spokesmen for municipal corporations across Canada raised over and 
over again the financial plight of their governments. Their major con- 
cerns included: plea for greater fiscal resources, and, sometimes, trans- 
fers of taxing powers; criticism of the real property tax as too rigid a 
tax base; the interference with municipal priorities because of Federal 
and Provincial grant schemes, particularly those of the “matching” 
variety; and the involvement of municipalities in “provincial” services 
like education, welfare and housing, without adequate revenues. In 
terms of aggregate spending the importance of municipal governments 
cannot be overstated. Approximately one third of all public expendi- 
tures in Canada are made by municipalities. 


We are sympathetic to these financial problems. Without attempting to 
analyze in quantitative terms the adequacy or inadequacy of real 
property taxes as the basis of municipal revenues, it is apparent that 
they are regressive and often inequitable. The pressure of such taxes 
(through rents, for example) bears down on lower-income groups, and 
it obviously is not a user-based tax when one considers the number of 
older property owners who pay real estate taxes for educational pur- 
poses despite the fact that they have no children in schools. In relation 
to municipal expenditures, real property taxes do not have the growth 
potential of income taxes, and municipal representatives argue that 
this lack of growth potential built into real property taxation constantly 
puts municipalities in a fiscal bind. | 


However, we consider it unjust that municipalities should have to rely 
on the property base for the bulk of their revenues, and we therefore 
recommend a sharing of tax fields between the different levels of gov- 
ernment that would grant to municipalities direct access to other sources 
of revenue. 


Municipal organization and structure is intimately related to municipal 
ability to develop policies responsive to the needs of special groups. The needs 
of the low income, in particular, are too often brushed aside in the search for 
aggregate perceptions of the greatest good for the greatest number. The section 
dealing with the municipal context detailed the need to focus on facilitating 
responsive policy development as a criterion for municipal reorganization. The 
federal government should seek to persuade the provinces to undertake, in 
the near future, the reorganization of their municipal governments from the 
perspective of increasing municipal policy development capability. 


THE ROLE OF COMMUNITY GROUPS 

The growing activity of community groups (in policy and program 
planning and in project development and operation) has been highlighted 
throughout the report. The groups have been most visible in the public housing, 
full recovery, and rehabilitation programs. They range from the individual 
project at the neighbourhood level through all three levels of government. 

Governmental assistance to the groups has been limited to initial 
organizational funding and, in scattered cases, to social animation and group 
organizing. But the pressure many of the groups subsequently brought to bear 
on municipalities and provincial housing authorities regarding decisions about 
low income housing has led to political pressure to withhold organizational 
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funding and instead finance specific projects only. Working on a particular 
project is a long way from participation in program planning and policy 
development. 

Commitment to consumer Participation in low income housing generally 
— rather than isolated instances of experimentation — does not exist. Program 
requirements, operating procedures, organizational structures, staff recruit- 
ment, training, promotions, and so on, have not been revised to further the 
influence of housing consumers. Nor have substantial changes been made in 
policy development and formulation processes to include the consumers. 

The basic rationale in favour of consumer participation has not altered. 
Government is extremely complex with vast bureaucracies and a plethora of 
programs aimed at virtually all aspects of society. Voting once every few years 
for a political representative is hardly an adequate vehicle to comment on 
specific thrusts in particular policy areas. The program analysis highlighted 
the need to include consumer perspectives when taking a variety of decisions, 
partly because it affects the social goal of decreasing the consumer’s sense of 
powerlessness and anomie but also because it is an extremely efficient means 
of meeting consumer needs. 

Yet all levels of government continue to seek advice and information 
for housing policy and program development primarily from producers — 
private organizations involved in the production process and other govern- 
mental officials — but not from housing users. For example, in developing 
annual program funding levels, CMHC regularly canvasses builders and lenders 
to determine their immediate plans. HUDAC staff meet monthly with the 
management committee of CMHC to discuss government plans. At the provin- 
cial level, several provinces have formal or informal advisory committees, 
composed mostly of producers, to advise on policy. The foremost example is 
the Ontario Housing Advisory Committee, presently chaired by a developer 
and composed of producers and departmental representatives, which advises 
the Minister on housing policy. Municipally, the advice is frequently less formal 
although in Toronto it is formalized by the Redevelopment Advisory Council 
(a self-selecting body of businessmen which advises on redevelopment issues 
and which is formally recognized by the City and given special access to the 
planning board, planning staff, and planning reports). 

Program delivery is also pitched to large profit-oriented private 
producers and publicly-owned provincial corporations. The rationale is that 
this will ensure the quick delivery of a large number of units starts. The system 
encourages — and, indeed, relies on — repetitive, routine decision making 
that requires far less effort than dealing with consumer groups. 

Some of the difficulties and short term inefficiencies that arise from 
dealing with consumers may be traced to the growing pains of the low income 
housing consumer movement. Development of the groups is a relatively recent 
phenomenon. Many organizations now operating lack broad experience; there 
are many more still to be formed. There is a tendency for groups to begin at 
the local level and expand outward, amalgamating with like organizations and 
establishing regional, provincial, and national associations. As the movement 
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grows, these linkages will develop and consumers will be in a far better position 
to compete with the producers for the policymakers’ ears. But they will need 
assistance, both ongoing organizational as well as project specific. A federal 
Interdepartmental Committee on Participation recently recommended that:’ 


1) Governments should recognize that citizen groups tend to be dis- 
advantaged in comparison with business/professional groups when 
they attempt to influence the government, and that the appropriate 
steps should be taken by each department to minimize that disad- 
vantage; 

2) Increased responsiveness to the efforts of citizens to influence deci- 
sions must be fostered throughout the public service; 


3) A participation training program for public servants should be 
established; 


4) The government should publicize its policy of public accessibility to 
government information; 


5) Departmental, regional and field offices should be recognized as 
important links in the participation process. 


We heartily concur. 


12 Toronto Globe and Mail, March 16. 
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The following maps show the locations of public housing and entre- 
preneurial full recovery projects approved in 1970 and 1971. 


4 Public Housing Projects 
@ Entrepreneurial Full Recovery Project 
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WHAT THE PRESS HAS SAID .. 


“The most astonishing thing about the Dennis report on housing... is 
that the government ever thought it possible or worthwhile to keep it 
quiet... . The real value of the study is to put forward a mass of detailed 
information and analysis which belongs just as much in the hands of the 
public as to the files of the government.” — Montreal Star 


“Some good may yet come from the $300,000 Dennis task force report on 
housing. But judging by the events of last week, the government must wish 
it had never heard of the young Toronto lawyer. 

What Michael Dennis and his associates placed before the Central 
Mortgage and Housing Corp. is nothing less than a blue-print for the 
scrapping of existing federal policies. Moreover, the report disclosed 
confidential memos and evidence of buck-passing that has been going on 
for years.” — Financial Times of Canada 


“It’s easy to see why the Liberal government steadfastly refused to release 
the report last April. The report asserts bluntly that ‘the source’ of the 
weakness of the country’s low income housing policy is ‘lack of political 
leadership’ and cites the Government’s ‘continuous opposition’ to CMHC 
pressure for an expended social housing program. It says progress has not 
been retarded by any lack of ideas, ‘but by an unwillingness to act, to 
come to grips with the problem and to attack it systematically and 
comprehensively.” — The Ottawa Journal 


. the people who paid for the studies are not allowed to see the results 
— inihes someone... .. digsthem out. 

Mr. Trudeau ahd his government should stop trying to hide these 
studies.” — The Edmonton Journal 


“Une ‘patate chaude’ pour le gouvernement Trudeau” 
— Dimanche-Matin 
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